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AROUND THE COUNTRY EVERY 
FRIDAY... BY TELEPHONE 


ONncE a week by telephone, the sales executives of 
Kelvinator Corporation make a complete swing around 
the country, stopping in many cities to discuss current 
activities with their district managers. 

This regular use of Long Distance not only keeps 
them in close, up-to-the-minute touch with develop- 
ments in every territory ... but it provides a valuable 
sales stimulus, by letting headquarters officials help 
the field men with their local problems. 


Every-day use brings profitable results 


In addition to these weekly talks, Kelvinator Corpo- 
ration makes extensive every-day use of Long Distance 
in furthering its many promotional efforts. R. I. Petrie, 
Sales Manager, sites a recent experience as typical of 
what can be accomplished by this swift, sales-building 
service, 

“A small price rise had been announced for the 
end of the month,” he says, “and buying had been 


exceptionally heavy in anticipation of it. The day 


before the rise was to take effect, we telephoned forty- 
four of the company’s largest distributors and dealers. 
In a few hours by Long Distance orders were received 
for 9000 additional units — one-fifth of the entire 
month’s orders. The result was an all-time sales record 
for the month. . . 45,500 units.” 

Companies of every size are constantly telling us 
how they are getting new business, making advanta- 
geous purchases, cutting costs in unexpected ways 

. through their organized use of Long Distance. 
Wouldn’t it be worth while to see what your company 
might accomplish? We will be glad to help. Just call 
the local Bell Telephone Business Office, and a tele- 
phone representative will visit you at your conve 


nience. No obligation. 


TYPICAL STATION-TO-STATION RATES 
From To Daytime 7P.M. 8:30P. M. 

Detroit Cleveland $ .60 $ .50 $ 35 

New York Washington 1.05 90 60 

Omaha Denver 2.05 75 ils 

Atlanta Los Angeles 7.00 . 4.00 
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Beware the High Yielding Stock 


HE extremely high yielding stock 

unfortunately has a fatal attrac- 

tion to a great many investors. 
Our advice was recently sought as to 
the advisability of purchasing, “because 
of the attractive return offered,” a cer- 
tain common stock which then yielded 
approximately 15 per cent and on 
which the quarterly dividend had just 
been paid at the regular rate. This 
was at a time when a great majority of 
the sound common stocks traded on the 
New York Stock Exchange were sell- 
ing on a low yield basis. 

It was only necessary to show this 
investor the balance sheet and earnings 
statement of the company in question 
to convince him that the stock was en- 
tirely unsuitable for investment pur- 
poses. The dividend on the stock had 
not been earned in full for three years, 
and the balance sheet showed that sur- 
plus, which had been dipped into for 
this period in order to maintain the 
payment, was close to the vanishing 
point. The yield on this particular 
stock now has increased to about 20 
per cent, while the degree of safety of 
the dividend has decreased in the same 
proportion. 


There are times, of course, when 
high yields are common on the sound- 
est of stocks, such as the uncertain days 
of 1932 and early 1933. However, 
those days were most unusual, and a 
more normal market quickly saw in- 
vestment buying bring those yields on 
the better issues to the more conserva- 
tive 4 per cent to 6 per cent basis. 

A great many evils have unjustly 
been laid at the door of the Stock Ex- 
change, but the investor who buys a 
stock yielding 15 per cent or 20 per 
cent has no one to blame for his usual 
eventual loss but himself, for the out- 
of-line return clearly advertises the dan- 
gers and uncertainties in the stock. At 
times in a normal market, stocks deviate 
temporarily from their actual values, 
offering an investment opportunity 
which is quickly seized upon by in- 
vestors the land over. These situations 
usually do not exist for more than a 
few days, at best. 

“Coming events cast their shadows 
before,” and stock quotations far in 
advance become adjusted to the future 
dividend rates. The enthusiastic nature 
of the American public is far more 
likely to exaggerate the actual value of 


a security than it is to understate its 
worth. It is well to keep in mind that 
millions of people are constantly watch- 
ing the market for investment oppor- 
tunities and that sound value does not 
go begging for long. 

On the other side of the picture there 
is the stock which, because of its specu- 
lative appeal, sells at a price to return 
an extremely low yield. Obviously, 
this type of issue should not be “reached 
for” by the investor. However, there is 
more justification for the investment of 
funds in stocks returning a small in- 
come than in the extremely high yield- 
ing issues. 

We suggest that our readers look 
carefully into the balance sheets and 
earnings statements of all companies 
whose equities offer a greater than av- 
erage yield for any length of time. It 
will usually require but a moment to 
locate the difficulty—a low rate of earn- 
ing power, a poor financial position, 
etc. It sometimes happens that the rea- 
son for the excessive yield is not ap- 
parent in the data, available. The best 
procedure in this case is to look for an- 
other investment medium, to insure 
against the possibility of later grief. 
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THIS OFFER EXTENDED TEN DAYS 





To invest successfully in 1934 you must act on facts. Earnings, 
financial positions, and actual prospects will be more important 
then that at any time in recent years. To give you all the facts 
about the various industries and the situation of each individual 
company as well as an analysis of its economic and business out. 


look— 


THE MAGAZINE OF WALL. STREET 


Offers Its Twelfth Annual 


MANUAL 


A Year Book of Financial, Industrial, Security and Economic Facts 


A most complete and helpful Manual prepared in a unique style, that 
saves you time and yet gives you complete information on every im- 
portant industry and security. 


Facts, Graphs and Statistics that . 
will help you make your 1934 
Business and Investment Plans. 





Yearly Magazine Subscribers Can Get This Volume Free 


& UR 1934 Manual to be published on March 10, 1934, gives you a complete 
statistical record for the past three years of all the leading companies in 


every important industry, in addition to high, low and last prices for 1933. 
The clarity and simplicity with which we present all data and interpretive 








Factual 


and comment will give you a clear and accurate picture,—not only of the position 
of the individual corporation,—but of the industry of which it is a component 
part. This material will enable you to map out your investment course during 
1934. It will tell you which securities to discard and which to hold,—and en- 


Interpretive 


€ able you to build a sound investment foundation. 


The financial position of all leading companies showing the ratio of assets to liabilities, the net working capital, ete. 
will be included. This is a very valuable feature in view of prevailing conditions. Among other important features are: 
MARKETS ... DOMESTIC TRADE AND BUSINESS ... 


Analysis of the Stock Market for 1933 with 1934 Out- 
look. By the Industrial and Security Experts of The 
Magazine of Wall Street. 

Comparison of earnings of all leading companies for several 

years past. 

——New Stock Listings. 
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listed or unlisted is included. The data gives the investor a complete record of the growth or decline of practically every 
leading corporation, which will enable him to determine the real trend of the company’s affairs. men 
The Manual of The Magasine of Wall Street will give the latest obtainable official, semi-official, or other authoritative 
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comprehensive than ever before. 
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The Trend of Events 


— Toward a New Dollar 

— Save the Creditors 

— Excessive Surpluses 

— Sinking Funds 

— Raw Deal 

— Battle of the St. Lawrence 


TOWARD A 


N a special message to Con- 
NEW DOLLAR 


gress clarifying the Adminis- 
tration’s monetary policy as 
far as it can be clarified under existing circumstances, 
President Roosevelt proclaims his purpose to maintain 
the gold value of the dollar within a lower limit of 50 
cents and an upper limit of 60 cents for an indefinite 
time. He asks, and undoubtedly will receive, Con- 
gressional approval of this program. Thus, the de 
facto stabilization apparent for many weeks in the fact 
that the Administration had ceased its forced and 
aggressive dollar depreciation is given formal status. 
This move can not be regarded as surprising, but as 
a further step toward the development of a monetary 
system that will differ radically from that with which 
America has been familiar for generations it is of 
major interest and importance. Of equal importance 
are the related steps to be taken. All monetary gold, 


including that now held by the Federal Reserve System, 
will in future be “nationalized” in the custody of the 
Treasury. Gold will remain the chief metallic base 
of the currency—remonetization of silver in greater 
or lesser degree awaiting further international develop- 
ments—but if and when we return to a gold standard 
gold will not circulate as coin and in our international 
dealings will be obtainable only for settlement of legiti- 
mate trade balances. To insure that the dollar will 
remain within a range of fluctuation between 50 and 
60 cents, a $2,000,000,000 equalization fund is to be 
set up out of the profit which the Treasury will derive 
on the gold to be taken over from the Federal Reserve 
System. 

The action taken, of course, is not dollar devaluation 
but another step in that direction. Conversations with 
other nations having apparently failed to bring agree- 
ment at present, formal stabilization is wisely post- 
poned. Meanwhile the President announces that he 
remains committed to the policy of restoring “a fairer 
price level” and to the purpose “of arriving eventually 
at a less variable purchasing power for the dollar.” 
Thus, to use his. own description, Mr. Roosevelt re- 
mains the quarterback directing the play in what he 
conceives to be the national interest. Obviously, should 
circumstances change importantly, the limits of future 
dollar manipulation could be changed almost as easily 
as present limits are to be set by a docile Congress. 
Yet for some time and perhaps for all time, the mone- 
tary uncertainty under which we have lived for nearly 
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a year has been in major degree removed. We join the 
President in his hope, well justified, that his policy as 
now defined “will lead to conditions favorable to a 
renewed movement of private capital.” 


~~ 


HE Constitution of the United 
States forbids any state legis- 
lation which impairs con- 

tractual obligations, yet the recent decision of the 

Supreme Court on the Minnesota Mortgage Mora- 

torium wisely holds that an emergency in the nature 

of a nation-wide business depression justifies a liberal 
interpretation of the Constitutional provision and the 
enactment of state laws in the common good. No 
permanent abrogation of the rights of the mortgage 
holder is declared since there is no postponement of 

mortgage foreclosures in any case beyond May 1, 1935. 

Moreover, the questioned law provides that payments 

on account of interest and principal, to the extent of 

a fair rental value, must be made during the period of 

the extension. 

On the other hand, it is peculiar that in the dis- 
cussions of the decision no mention is made of the 
possibility that even a temporary restriction on fore- 
closures may seriously injure the mortgagee—that the 
inability to collect a loan when due may put him in 
as grave a case as the debtor who demands relief. In 
other words, it is quite possible that the creditor in 
one relation may be the debtor in another. The 
mortgagor in many cases may have obligated himself 
to pay a certain sum which he would in the normal 
course of events expect to realize at the maturity of 
the mortgage which he holds, and perhaps face ruin 
through the very act which preserves the comfort of 
the mortgagee. 

As a result of the confusion of normal business rela- 
tions which the depression has caused, all the sympathy 
today seems to be for the losses of one group of citi- 
zens and none for the losses of the others, even though 
relief of the debtors is paid for by the creditors. It 
nets little good to the community as a whole if the 
losses of debtors are to be made the excuse for ruining 
the creditors. It is the creditor class which is today 
paying the oppressive taxes of social distress and of 
economic recovery; which are carrying the nation 
through to better times. The depression wrecked the 
debtors in its first onset but if it is not conquered it 
will in the end wreck creditors, and in any event will 
leave them poorer if not poor. No law can compensate 
them for the huge losses they have taken in the general 
depreciation of values. 

There is apparently some appreciation of these facts 
in the recent decision of the Appellate Division of the 
New York State Supreme Court which declared un- 
constitutional the legislation which gave the State 
Banking Board authority to suspend operations of the 
State Banking Laws. This decision bears particularly 
on mortgage investment companies which have bene- 
fited by the ruling of the State Board in being relieved 
of their contractual obligations to holders of guaran- 
teed mortgayes and mortgage certificates. Undoubtedly 
this case also will go to the Supreme Court of the 


SAVE THE 
CREDITORS 


United States and may result in emphasizing the rights 
of the creditor, as well as those of the debtor, in 
Constitutional interpretation. 


—_ 


HERE are rumors that this ses 
sion of Congress will take off- 
cial notice that certain corporate 
surpluses may be “excessive” and that an attempt will 
be made to discourage by taxation such a building up 
of unnecessary resources. There are many practical 
difficulties in the way of making legislation along these 
lines successful, while at the same time avoiding ob- 
vious dangers. The objective, however, is a laudable 
one. This Magazine has held consistently that the 
acquisition of unnecessarily large reserves by the fail- 
ure to distribute as dividends a large part of earnings 
was unjustified. These undistributed earnings belong 
to stockholders and they individually should have the 
right to do with the money as they will. All too often 
the company’s officers has employed these surpluses 
inadvisedly. They have bought stocks and bonds of 
other companies which have declined drastically. They 
have bolstered the market for their own stock, some- 
thing which is open to objection even when it is done 
with the most honest of intentions. In addition, not 
infrequently have they gone entirely outside their own 
business and entered another field with disastrous re- 
sults. Once a corporation’s financial position has been 
made reasonably strong, a larger proportion of earnings 
should be paid to stockholders, and if legislation can at- 
tain this object without forcing an impairment of the 
company’s credit then its enactment certainly is to be 
advocated. 


EXCESSIVE 
SURPLUSES 


~~ 
RESIDENT ROOSEVELT in a 


recent press conference expressed 
the opinion that railroad and public 
utility rates should be regulated so as to permit rail: 
road and utility companies to set up sinking funds for 
the retirement of bonded debt. This is qualified, how 
ever, with the statement that he does not favor the 
raising of existing rates, but does oppose the lowering 
of rates to a point which would make such payments 
impossible. The position that he takes has been inter’ 
preted by the security markets as constructive. Un- 
fortunately, its significance is by no means clear. As 
to utilities, present rates on the present sub-normal 
volume of business certainly are not high enough to 
permit any general retirement of debt, unless further 
reductions in slim dividend payments are made so that 
the earnings so disbursed can be applied to bond 
retirement. Moreover, any assumption that the Prest 
dent regards existing utility rates as low enough does 
not check with the Administration’s continuing effort 
to bring about still lower rates through the compett 
tion and example of Government-subsidized power 
development at Muscle Shoals and Boulder Dam and 
its insistence upon further competition of this kind 
from the power latent in the St. Lawrence. As to 
railroads, any major change of the rate structure UP 
or down is out of the question. Lower rates woul 
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bankrupt the carriers. Higher rates would damage 
business and encourage competition from motor and 
water transportation. What the rails need now is 
normal freight trafic. After their earnings are restored, 
the principle of the sinking fund should be applied as 
widely as possible. If it had been applied in the good 
years prior to the depression fewer roads would have 
encountered financial difficulties in 1932. The Inter- 
state Commerce Commission is awake to this problem 
and very likely will require all future issues of rail 
bonds to be covered by a sinking fund provision. It 
is the present debt, however, that the roads are worried 
by and it can not soon be paid off. 


=~" 


DEAL of the great fall in her export 

trade she could no longer pay in 
full the interest on her external bonds—except the 
“Dawes” and “Young” issues—we were inclined to 
sympathize with her. The argument was a logical one. 
Her gold holdings are at a minimum and, if she could 
not obtain enough foreign currencies by exports, then 
she just could not obtain them that was all. But when 
we find Dutch and Swiss owners of German bonds re- 
ceiving cash payment in full, while American citizens 
receive a fraction of what is due them in cash and the 
balance in dubious script, an explanation at least ap- 
pears to be in order. Nor is this the worst. It is not as 
if Germany were using all her available dollar balances 
to pay our people their interest. She is using part of 
the withheld interest to buy from American citizens 
at a tremendous discount the bonds which are only 
selling at a discount because of the withheld interest. 
Our Ambassador at Berlin has protested, of course, 
but so far apparently without result. The only form 
of effective protest appears to be direct action. Hol- 
land obtained preferential treatment by threatening to 
impound for the benefit of the bondholders part of 
the money due Germany on her exports. Britain is 
threatening the same thing and may well be success- 
ful because she imports from Germany more than she 
sells and if it came to a war of trade embargoes she 
has less to lose than Germany. Unfortunately, in our 
own case the confiscation of the dollars due Germany 
on account of the goods she ships to us is a less effec- 
tive line of attack for the reason that we have a 
“favorable” balance of trade with her. Something 
however, should be done about it, even if we have to 
bargain with other countries to 
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the United States and Canada for development of the 
St. Lawrence seaway. The question, as we see it, is 
whether a $500,000,000 White Elephant is to be pur- 
chased at the expense of the American taxpayer for the 
benefit of Canada and the possible, though doubtful, 
benefit of a portion of the Middle West. This project is 
favored by President Roosevelt, Governor Lehman and 
a majority of western Senators. Its opponents include 
the Senators from most Eastern states and those from 
Illinois, Missouri and Louisiana. A two-thirds vote is 
required for ratification. 

On this issue party lines are broken, some of Mr. 
Roosevelt’s warmest Senatorial friends being against 
him. 

It is regrettable that a question of such great 
national interest should be settled—as it will be— 
strictly on sectional lines. Eastern Senators see a dis 
advantage for their states, most Western Senators an 
advantage for theirs. Each side accuses the other of 
selfishness. Each side claims paramount concern for 
the national welfare. 

This double-barreled project is of interest to Canada 
chiefly as an improved seaway, with the United States 
footing the larger share of the bill. Canada is not 
greatly interested in additional hydro-electric power. 
It is of interest to the Middle West on the assumption 
that it will provide cheaper transportation for export 
goods to the Atlantic Seaboard. It is of interest to the 
East as a source of electric power, to be publicly de- 
veloped in competition with existing adequate private 
facilities. 

Since this costly undertaking was conceived, our 
economic position and our economic philosophies have 
been radically changed. Originally it was argued that 
the seaway would improve the competitive position of 
our wheat in the European markets. Now we are 
striving to reduce wheat production to the level of 
domestic demand and the price of our wheat is so far 


- above the world price that foreign demand is but a 


trifle in our export trade. The amount that can be 
saved on inland waterway transportation of our 
dwindling exports is out of all proportion to the cost 
involved. Moreover, to the extent that such savings 
would be real, rather than fancied, they would in- 
evitably constitute another blow to our hard-pressed 
railroads which the Administration, peculiarly enough, 
is also trying to save. The final absurdity is that winter 
closes the St. Lawrence for five or six months of the 

year. 
As for the power side of this project, would it not 
be common sense to await a 








bring for us the necessary pres- 
sure which we, owing to our 
peculiar circumstances, cannot 
bring ourselves. 


BATTLE OF 
THE ST. 
LAWRENCE 


CLOSE- 


a Senate, as this 
is written, is heatedly debating 


Our most recent investment advice 
will be found in the discussion of the 
pt prospective trend of the market on page 

328. The counsel embodied in this fea- 
LY di ‘ure should be considered in connection 
vided with all investment suggestions else- 
where in this issue. 


practical demonstration of the 
alleged benefits of Government 
power development at Muscle 
Shoals and Boulder Dam. before 
experimenting with another 
half-billion dollars of the tax- 
payers’ money? However sec- 
tional the motives of the oppos- 
ing Senators may be, we believe 
that for once they check with 
the national interest. 
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Favorable and Unfavorable Factors 
In the Market Prospect for 
This Quarter 


—Which Will Predominate?—Which Will Establish the Trend? 


By A. T. Mrtier 








the rule of stock buyers 

and sellers appears to be: 
Moderation in All Things. Daily 
trading volume for the latest 
week has varied but little above 
or below the 1,000,000 share 
mark. Prices on the average are 
a little under the best levels of 
December. The trend at this 
writing, if so modest a movement 
can be called a “trend,” appears 
to be upward, but advancing 
tendencies lack a sustained drive 
such as can only be founded on 
strong speculative conviction. 


ee far in the new year 








Recommended Stocks of Rea- 
sonable Price and Yield: 


improving business prospect also 
lends support to the bond mar: 
ket. Yet the major change does 
not lie in these factors. Rather, 
it appears to reflect a more con 
fident investment sentiment re: 
sulting from the fairly convince 
ing evidence of recent weeks that 
a de facto stabilization of the 
dollar has been achieved. For 
weeks there has been no further 
effort by Washington to bid up 
the price of gold. For the time 
being at least, emphasis has 
shifted from monetary manipula’ 
tion as a means of raising prices 
and promoting recovery, and has 














The best proof of this is that 
industrial stocks, on the average, 
are at precisely the level which prevailed three months 
ago during the first fortnight of October. The rail group 
is a bit under the mark of three months ago, as well as 
below the best rally of December; and the public utilities 
are some 10 per cent lower than they were three months ago. 

Yet within the inconclusive trading range thus out- 
lined, the point of current interest is that the immediate 
behavior of the railroad and public utility stocks is rela- 
tively more encouraging than that of the speculatively 
popular industrials. This is just the reverse of the 
group variations which previously had been in evidence 
for many weeks. 

The fact that so many of the better grade industrial 
issues are commanding prices which discount the near-term 
future rather generously may have served to divert both 
trading and investment interest to laggards in the other 
groups. It is to be doubted, however, that this is the whole 
story. A further, and possibly far more significant, re- 
flection of at least a partial shift in sentiment is provided 
by the recent movement of the bond market. 

While Government bonds have reacted under the im- 
pact of coming heavy Treasury financing, corporate bonds 
have been creepiag up since the third week of November. 
Such bonds have advanced an average of nearly 9 per cent 
from the November low and, on the average, are now less 
than 4 points under the highest level of 1933. 

Probably banks are more liberal buyers of bonds, now 
that the temporary deposit guarantee is in effect. The 
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turned to the alternative method 
of heavy Government spending on the recovery caus. 

The assumption that this program will be financed in 
orthodox ways and that dollar depreciation either has 
ended or will not in future be a major influence necessarily 
calls for some revision of investment policies, as was fore 
cast by this article in previous issues. Stocks popular 
largely on the basis of inflationary possibilities have lost 
considerable of their attraction, especially those which hap- 
pen to be selling at prices out of all reasonable touch with 
earnings and dividend possibilities. Conversely, the re 
tarding influence of monetary uncertainty, as it has affected 
bonds and utility and rail stocks, has been lightened. 

As this issue goes to press, the above conception of mone: 
tary factors, reflected for several weeks in the security mar’ 
kets, has been confirmed by President Roosevelt's explana: 
tion of his monetary program in a special message to Con: 
gress. We are to have, in short, a legislative pronounce 
ment that the upper limit of dollar revaluation is 60 cents 
and the lower limit 50 cents. To keep the dollar within 
these limits in terms of the foreign exchanges, all or any 
necessary part of a $2,000,000,000 fund is to be used. 
Thus, the de facto stabilization evident for some weeks 
given formal and official status. 

Monetary uncertainty, of course, has not been the only 
trouble confronting the rails and utilities, with their ng 
rate structures. The utilities remain under the cloud 0 
political attack. The rails are, on the whole, just about 
covering fixed charges and need a substantial enlargement 
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of freight movement for even the strongest lines to earn 
satisfactory profits on their common stocks. Nevertheless, 
as one scans the low yields afforded by leading industrial 
shares and notes the absence of any yield at all on not a 
few recent favorites, it is not surprising that the tempting 
dividend yields of the sound operating utilities should begin 
to attract a bit more attention: and that increasing con- 
sideration be given to the broad speculative possibilities 
inherent in good rail stocks, given a return to even semi- 
normal freight movement and earnings. 

As this is written, better buying of rails and utilities 
has also been stimulated to some extent by reports that 
President Roosevelt Has taken the position that rail and 
utility rates should not be reduced to a point which under 
normal conditions would make it impossible for railroads 
and utilities to set up sinking funds out of earnings for the 
retirement of bonded debt. 

This is interesting, but further evidence will be needed to 
support any assumption that a major change has come in 
the Administration’s philosophies as they relate to private 
profits, and stock values in particular. It is not too early, 
however, to point out that the President’s budget message, 
covered elsewhere in this issue, calls for a halt on Federal 
emegency spending at the end of the 1935 fiscal year. 

In the statement of this purpose one can only interpret 
the President as expecting that within the intervening time 
the long-term capital market will re-open, private credit 
will begin to expand and private enterprise in general will 
take over the recovery parade. Such is a consummation 


devoutly to be wished. Any signs that Washington may 
give in the next few months that it intends to do everything 
posible to encourage private 
initiative will be worth watch- 
ing and will relate very closely 
to the prospect of the security 


markets. 

Meanwhile, the enthusiasm 
with which one could other- 
wise contemplate the business 
and stock market  possibili- 
ties of this first quarter of 
1934 is necessarily tempered by 
the fact that so much of the 
expected stimulation is to be 
founded upon Federal emer- 
gency expenditures at the rate 
of some $1,000,000,000 a 
month. Such spending makes 
good business. It did during 
the war. It is giving a tre- 
mendous lift to construction, 
the fruits of which will feed 
the steel industry and others of 
the more depressed heavy in- 
dustries, Simultaneously, Civil 
Works expenditures to a veri- 
table army of the previously 
unemployed and continued pay- 
nent of farm benefits will stimu- 
late retail trade, including auto- 
mobile sales. 

It is quite possible that the 
usiness picture in the months 
ahead will become bright enough 
0 compel speculative attention 
and to invite some public inter- 
®t in the stock market, even 

gh large scale professional 
‘Ponsorship as was present in ex- 
markets of last spring and 
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summer seems cautious in venturing far from the sidelines. 

Investors are confronted with the knotty problem of at- 
tempting to guess what the business prospect will be when 
Government spending tempers off. Fortunate speculators 
may eat some cake meanwhile, but few individuals are able 
to ignore bread and butter. To justify enthusiastic purchase 
the price of a stock should not be too far above earnings 
probabilities of the next year or two. It should also make 
some allowance for such portion of profit prospects as rests 
upon the temporary support of Federal spending. 

Under the circumstances, we are not inclined to recom- 
mend indiscriminating purchases of common stocks at the 
present time either by investors or by those interested in 
intermediate market swings. The risk in the more active 
industrial issues at present levels is not inconsiderable and 
the chances of intermediate reaction of sufficient scope to 
offer an opportunity for safer accumulation appear good 
enough to be worth waiting for. 

On the other hand, careful study does reveal a fair 
number of stocks which are selling at prices in reasonable 
ratio to both current and prospective earnings and which 
afford a satisfactory dividend return upon the investment. 
Reasonable prices for such issues are accounted for in 
many instances by a lack of active sponsorship. Never- 
theless, a protracted business recovery and a broadening 
public interest in the stock market would without doubt 
bring about a worthwhile appreciation in stocks of this 
class, especially as the low yields of more active favorites 
divert buyers to a search for more conservatively priced 
securities. A list of eight such stocks, each offering a satis- 
factory and reasonably secure yield, accompanies this article. 

The current business indexes 
are favorable, on the whole. 
For the latest week there has 
been a relatively sharp gain in 
the output of electricity. This 
representative business  ther- 
mometer stands at a level 9.7 
per cent higher than that of 
a year ago, gains in the Middle 
Atlantic, West Central and 
Southern areas offsetting un- 
changed or lower figures in 
other areas. Steel operations 
currently are at 31 per cent 
of capacity and have failed 
to show the usual seasonal 
gain because of abnormally 
heavy shipments in December 
on contracts which would have 
expired January 1 under the 
N R A code. The abnormal 
nature of the December steel 
business is clearly shown by the 
fact that United States Steel in 
that month made larger ship- 
ments than in any December 
since 1929. 

In comparison with a year 
ago, all business records of the 
next two or three months will 
make an increasingly favorable 
showing, for they will compare 
with the 1933 season of bank- 
ing panic and banking holiday. 
That the gain will not be as 
large as it seems should make it 
none the less pleasing, even 
though it will chiefly remind 
us how low we sank last March. 
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@ After N R A What? 


The Business Set-Up of the Future 


Great Industrialists Accept Democratic Plan 


By Joun C. CresswiILL 








IG business has reluctant- 

ly come to the conclu- 

sion that it inescapably 
confronts a new order of 
politico-economic relations. It 
is, therefore, considering how 
the future relations of govern- 
ment and industry may be so 
organized that the hand of 
government will rest as lightly 
as possible upon private ad- 
ministration. 

With the self-assurance that 
generally goes with wealth 
and power, the leaders of big 
business conceived, at first, the 
idea that any scheme for 


it 


President Roosevelt to Congress: 


... to build on the ruins of the past a new (2) 
structure designed better to meet the present 
problems of modern civilization. 


“I think you will agree with me that we 
have created a permanent feature (N R A) of 
our modernized industrial structure and that 
it will continue under the supervision but not 
the arbitrary dictation of government itself.” 


—= themselves to the decisions: 
(1) Business’s day of as 
cendency over the National 
Government is definitely ended. 
Industry will be in 
creasingly socialized. 

(3) Business leaders 
should support _ progressive 
socialization as the best way 
of opposing Marxian or any 
other doctrinaire socialism. 

(4) Self-government of 
industry within governmental 
authority must be democratic. 

The conception of thes 
men as well as of industrial 
thinkers who, although they 








planned administration of in- 
dustry in co-ordination with 
the Federal Government, which the self-anointed repre- 
sentatives of the great corporations might evolve, would be 
almost automatically accepted by industry in general and 
acclaimed by an admiring public. Believe it or not, the 
great ones proceeded then, out of the fullness of their wis- 
dom and power, to call together executives of American 
corporations having a capitalization of not less than $50,- 
000,000 each. These occupants of the seats of the indus- 
trial mighty recently met in solemn conclave several times 
before one of their number with a broad democratic view 
bluntly informed the hallowed group that they were mak- 
ing the greatest public relations mistake of their collective 
careers—assuming that it were possible to make a record of 
that kind at this late stage. Much to the surprise and even 
to the consternation of the high and mighty company, he 
drew a picture of the storm of ridicule, and Rabelaisian 
laughter that would blow over the country the moment the 
common people of industry as well as of the general public 
were permitted to know that the inner council (recalling 
the three tailors of Bond street) had decided their fate. 
The various “czars” listened, and in a much chas- 
tened mood went home rather sheepishly. Since that ludi- 
crous refutation of the untimely idea that America, accel- 
erating its speed on the way to industrial democracy, could 
be dominated by an oligarchy of its biggest corporations, 
little has beer heard regarding its further development. 
The latest information, as this is written, is to the effect 
that the dinosaurs of the American industrial scene have 
consented to relegate their council of the high and mighty 
to the rear. The task of realizing an acceptable union of 
government and business is being assumed by more demo- 
craticcminded members of the group, who have reconciled 
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may spring from corporations 
having a capital of less than 
$50,000,000, is that in a democracy such as the United 
States any successful fabric of industrial control and regu: 
lation under the authority of the government must be demo: 
cratic. They visualize self-government of business under 
governmental supervision as being an organism. built from 
the ground up rather than suspended from the top down. 

Instead of doing away with the NRA organization they 
are planning to use it as the root stock on which to gratt 
the permanent association of government and business. 

It is proposed that the foundation shall be the several 
hundred associations into which American business is 0! 
can be ultimately organized in a national way. At present 
there are about 8,000 trade and industry associations— 
local, regional and national—but the code experience of the 
NRA indicates that all business can be grouped into two 
or three hundreds of associations. 

The next step is to put the individual associations into 
groups having certain common interests such as of 1 
materials, markets, labor, distribution, etc. It may be pos 
sible to have as few as 24 of these associational groups 
They in turn would elect one member each of a central 
industrial board. Code “authorities” would be formed for 
these divisional groups along lines similar to the presen! 
single-trade code authorities. a 

The Government would be represented by an adminis 
trator of the reconstructed NRA or whatever other centr 
governmental body might replace it, on the original trad’ 
association board or code authority, on the group Doar. 
and on the central industrial board. Thus the Governmer! 
would be in close contact with industry from the bottom ud 
and it would not be possible for the central industrial 
or whatever executive body might be at the top, isolate 
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the rank and file of the industrial world from the Govern- 
ment. No small group of men could speak for industry 
to the Government or for the Government to industry. 

Moreover, the central board is to be a rotative body made 
up from appointees of the divisional code authorities; and 
these, in turn, are similarly made up from appointees of the 
associations’ code authorities. 

The Governmental representative on all the code author- 
ities, or whatever their designation may finally be, is to be 
without a vote, but will have the power of veto, or at least 
of suspension of action pending an appeal to the next 
higher body or to the proper Governmental agency. It is 
also proposed that in case a deadlock arises between the 
subadministrator and any association or code authority, 
the national administrator will have full power to establish 
a decision. 


Gradual Development of ‘Broad Ideas” 


“It seems to the committee,” says one document on this 
subject, “that by continuous contacts among the parties and 
interests in commerce and industry as active participants 
looking for practical solutions of practical and new, rather 
than verbal and academic problems, the necessarily mutual 
understandings and broader attitudes will be greatly de- 
veloped. Commerce and industry will not march best if 
their constituents and essential interests are divided into 
water-tight and hence sooner or later contrary-minded com- 
partments. There will always be areas of conflict among 
then—among the labor, consumer, management and public 
interests—but there are always also areas of mutual con- 
cern. To cultivate these rather than exclusively to cultivate 
the conflicts requires contacts and common consideration of 
detailed and practical problems throughout the whole struc- 
ture, not at the top alone.” 

There may even be administrative combinations of sub- 
santively competitive industries, if their functional proc- 
esses are similar. Wood and steel fabrications might be 
brought into one of the 24 groups, or railroads and high- 
ways transport. On the score of common sources of raw 
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materials and tandem manufacturing, steel and the auto 
industries, seller and buyer, might sit together. All of 
which gets pretty close to the Guild idea of the Middle 
Ages, when all who were included within a manufacturing 
and distributing relation stood together. 


Problem of National Planning 


The men who are working out the major elements as weil 
as the details of the fusion of government and business are 
proceeding very warily in respect to the problem of na- 
tional economic planning which is, after all, the main ob- 
jective. Codes of fair practice ably conceived and faith- 
fully executed can not solve the problem of chaos arising 
from hundreds of thousands of productive and distributive 
units working without a common national economic plan. 

“It has often been said,” according to one of the plan- 
ners, “that no one yet knows enough to perform such a 
complex function; but it has been improperly argued, hence, 
that the function should not be fulfilled. No one ever will 
know enough unless planning is started, and to start and 
develop best it must at first apply itself to a definite and 
clearly marked field where the need is obvious and many of 
the problems specific.” 

These pioneers of the economic future, as subject to the 
incidence of government, remark that it may be well for 
the Government, first, to plan its own activities as an ex- 
ample to industry of how it may proceed in a much wider 
and more difficult field. And it is a fact that after months 
of multiple emergency action by the Government through 
a thousand agencies the general program of Governmental 
attack on depression and effort toward recovery is without 
co-ordination as well as without original plan. So much is 
this the fact that actually some of the major efforts of the 
Government in this field are diametrically opposed to each 
other. As, for instance, the attempt to raise farm prices 
and keep down consumer prices, or to discredit the dollar 
and subsidize investment. It is pointed out that a great 
many of these Governmental activities have long-range 

(Please turn to page 372) 
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Ten Billion Dollars for Recovery 


The President’s Budget Message and Our National Credit 


By Joun D. C. WELpDon 


RESIDENT ROOSEVELT has startled the country 
with a budget message which bluntly states that the 
cost of the New Deal recovery program is approxi- 

mately $10,000,000,000 and that it will run the Govern- 
ment’s debt up to the record-breaking figure of $31,834,- 
000,000 by. June 30, 1935. 

These are breath-taking figures. They mean that in the 
five years from June 30, 1930—when post-war debt reduc- 
tion ceased and Federal depression deficits began—up to 
the middle of 1935 the national debt will have virtually 
doubled. Put another way, winning the battle against de- 
pression is to cost, in terms of Federal deficits, a grand total 
of $15,649,000,000. Winning the war against Germany 
cost us nearly $25,000,000,000. Since the causes of the de- 
pression were largely rooted in the war, these two astro- 
nomical items of debt perhaps should properly be lumped 
together in Uncle Sam’s household accounts under the 
bookkeeping entry: 

“Spent on the war, $40,000,000,000.” 

Here we have the sensational aspect of the current Fed- 
eral fiscal position. A certain amount of journalistic em- 
phasis on the spectacular is perhaps justified. The President 
himself painted the record in bold-face type, presumably to 
let the public realize exactly the burden that will have to be 
carried. In this way that burden will not be heavier than 
is expected. It may prove lighter, for the reckoning appears 
to be based on maximum possible expenditures and minimum 
possible revenues. 

So, we need dwell no further upon the magnitude of the 
obligations being created for the taxpayers ultimately to 
pay. Taking the President's lead, the newspapers have al- 
ready painted a 


many newspaper headlines, the President’s budget message 
does not call for new commitments of $10,000,000,000. In. 
deed, the major portion of this vast emergency program was 
projected and authorized by the special session of Congres 
early in 1933. 

Ever since then, as can hardly be a secret, the Public 
Works Administration has been striving to allot with all 
prudent speed the $3,300,000,000 which it had been author 
ized to spend or loan. Nor is there anything new or start 
ling in the vast flow of credit which daily is pumped out 
of, or into, the Reconstruction Finance Corporation. This 
agency, which essentially performs the functions which pri 
vate banks perform in times of normal prosperity, was set 
up by the Hoover Administration with a lending power 
upward of $3,000,000,000. To this maximum another 
$1,050,000,000 was added by Congress early in 1933. 

It is these two familiar agencies—the Public Works Ad 
ministration and the Reconstruction Finance Corporation 

which have been handling the major Federal expendi 
tures, are handling them today and will handle them in the 
next eighteen months. 

What, then, are the new commitments? The answer is 
simple and by no means as terrifying as might be imagined 
from casual glance at President Roosevelt's recapitulation 
and summary of the program as a whole. For the present 
fiscal year, ending next June 30, the President asks Congress 
to appropriate or authorize an additional $1,166,000,000 
for emergency needs. This amount, relatively moderate in 
comparison with the expenditures previously authorized, 
represents the only certain and nearby expansion of the re: 
covery program. To be on the safe side, President Roos: 
velt says that for 
the fiscal year 1935 





picture sufficiently 
horrendous — very 
likely more horri- 
ble than the real- 
ities actually justi- 


y. 
To begin with, 
we have known 
since last March 
that the cost of the 
Roosevelt recovery 
program would be 
large and that it 
would be worth 
the cost if it pro- 
duced economic 
recovery and eco- 
nomic and sccial 
reformation as 
planned. 
Moreover, con- 
trary to the im- 
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the further sum o! 
$2 000,000,000 
probably will be 
needed for emer 
gency measures 
Obviously, this 
need remains to 

exactly shaped by 
the course of eco 
nomic recovery and 
of Federal reve 
ues over the next 
calendar year. At 
worst, therefore, 
Congress is asxe 
to add some $3, 
166,000,000 to 
emergency author 
izations previously 
made, thus bring’ 
ing the maximum 
total to neat ly 
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$10,000,000,000.. At best, considerably less may be 
needed for the 1935 fiscal year than is now to be conserva- 
tively allowed for. 

In financing this program in part, the Government ex- 
pects to borrow $6,000,000,000 in the next six months. 
This financing probably will consist chiefly of Government 
bonds or Treasury certificates of relatively short-term. 
These additional issues will be taken almost entirely by 
banks, trust companies and other fiduciary institutions. Un- 
der present conditions of abnormally small private financing, 
Government bonds constitute a relatively attractive outlet 
for the surplus funds of such institutions. While borrowing 
$6,000,000,000 of addi- 


kinds and in otherwise both halting deflation and stimulat 
ing revival only partly fills the gap in the normal volume of 
outstanding bank credit. Private credit in active use in 
1929 reached a peak of $59,000,000,000. It dwindled to 
approximately $32,000,000,000 in 1933. No doubt it was 
inflated beyond reason in the last boom, but it has since 
been deflated beyond reason. 

The sums of money involved in this discussion being diff- 
cult for the mind to grasp, the accompanying table of essen- 
tial facts perhaps will be of help to the reader. For simple 
comparison, the pertinent debt items in it have been esti- 
mated on a per capita basis. Obviously, over the period 

of nearly twenty years 








covered, growth in popu- 





tional funds, the Govern- 
ment will refund some 
$4,000,000,000 in matur- 
ing issues. This will make 
total financing of $10,- 
000,000,000, but refund- 
ing operations totalling 
$4,000,000,000 in six 
months are not extraordi- 
nary and fresh borrowing 
of $6,000,000,000 at a 
time when outstanding 
private credit is abnormal- 
ly small will strain neither 
the credit of the richest 
country in the world nor 
the credit capacity of our 
banks. 

The latter statement 
needs elaboration. Ad- 
mittedly, the sums being 
expended by the Govern- 
ment are abnormally 
large. Admittedly, some 
of the social and economic 
aspects of this program 
represent a distinct de- 
parture from old concep- 
tions of the proper sphere 
of Government. Never- 
theless, the fact remains 
that what we are experi- 
encing is essentially a 
credit inflation, motivated 
and directed by the Fed- 


eral Government, where- 
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lation has tended to check 
growth of debt per capita. 

As will be observed, 
our Federal debt was the 
trifling sum of $12 per 
capita in 1916, before we 
entered the war. It 
soared to a peak of $250 
per capita in 1919. There- 
after came a prosperous 
decade, with the Federal 
revenues year after year 
exceeding expenditures. 
In the fiscal year ended 
June 30, 1930, more than 
$10,000,000,000 had been 
repaid and the per capita 
load had declined to $131. 
Depression thereafter 
turned Federal surpluses 
to deficits. Our per capi- 
ta debt reached $136 in 
1931, $158 in 1932, $183 
by the middle of 1933 and 
at the start of 1934 had 
climbed to approximately 
$190. The depression 
increase up to the close of 
1933 was approximately 
$63 per capita. Of this 
increase, $38 occurred un- 
der the Hoover Adminis- 
tration and $25 under the 
Roosevelt Administration. 

The debt of $29,847,- 


National Per 
Debt Capita 

$1,225,000,000 $12 

26,596,701,648 250 


16,801,485, 143 136 
19,487,009,756 158 
22,539,000,000 180 
23,821,060,853 190 
25,371,000,000 
10,411,393,349 
7,815,000,000 
4,749,000,000 
3,000,000,000 
7,309,068,211 
29,847,000,000 
31,834,000,000 
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a formerly credit infla- 
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tions of much larger 

scope and of inherently greater danger were brought about 
by Private capitalistic initiative without any semblance of 
national planning, without more than partial and ineffective 
control in the national interest. 

It was precisely such a privately: managed—privately-un- 
managed or privately-mismanaged perhaps would be more 
accurate terms—credit inflation which blew up with disas- 
tous consequences in 1929. True, the Government's debt 
will by June 30, 1935, have expanded more than $15,000,- 
000,000 in five years—of which approximately two-thirds, 
or $10,000,000,000, can be charged to recovery expendi- 
tures and the rest to deficits in normal government opera- 
tions, chiefly under the Hoover Administration—but while 
the Federal debt has been rising, bank credit since 1929 has 
been deflated by the stupendous total of $27,000,000,000. 
It is bank credit, or check money, that finances fully 90 per 
cent of American business and trade. The credit pumped 
out by the Government in salvaging banks, insurance com- 
Panies and railroads, in financing needed construction of all 
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close of the present fiscal 
year on June 30, 1934, will be approximately $238 per 
capita. The possible debt of $31,834,000,000 in 1935 
would be $254 per capita, or only slightly more on a per 
capita basis than the war-time peak debt of $26,596,701,- 
648 in 1919. Relative to the country’s wealth, this is by no 
means a staggering per capita figure. 

The Roosevelt spending program is based on the estimate 
that by June, 1935, virtually normal business activity will 
have been restored, increasing the Federal revenues and 
ending the necessity for emergency expenditures. On this 
estimate, the President cautions Congress that the probable 
debt of $31,834,000,000 eighteen months from now should 
be regarded as the outside figure and that thereafter the 
Government should not only match all expenditures with 
its income, but should also begin to reduce the debt. 

Finally, there are two other matters pertinent to the 
Government’s finances and its credit. While the program 
is one of credit inflation, rather than currency inflation, the 

(Please turn to page 369) 
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We Have Another Ty at 
Bank Reform 


Will Federal Control and More Legisla- 
tion Give Us Sound Credit Management? 


By Laurence STERN 





HE American pub- 
lic’s elected repre- 
sentatives at Wash- 60 


BANK DEPOSITS IN ALL BANKS 


banks which, _ through 
good fortune or good 
management, remain solv. 





ington have made six ma- 
jor efforts over a period of 


ent. 
Conjecture as to wheth 





135 years to reform our 
banking system. The first 
Bank of the United States 
was conceived in 1791; 
the second in 1816. The 
independent Treasury sys- 
tem was established in 
1841. In 1863 came the 
more successful National 
Banking Act. In 1913 
the Federal Reserve Sys- 
tem was set up. At last, 
it was thought, we had a 
sound banking structure, 
but— 

Between 1921 and 1934 
more than 15,000 banks 
failed or retired from 
business. There were 30,- 
812 good, bad and indif- 
ferent banks in 1921. To- 
day approximately 14,500 .e) 
are operating on an un- 
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er legislative remedy No, 
6 will succeed in establish: 
ing a sound and efficient 
banking system where all 
previous remedies have 
failed is quite useless. To 
begin with, the continuity 
of purpose and direction 
in banking reform is no 
more fixed than the con 
tinuity of political ad 
ministration or the con 
tinuity of public opinion. 
Again, there is nothing 
fixed in the set of condi- 
tions which at a given 
time confront the banks. 
What has happened in the 
past twenty years could 
not have been foreseen 
when the Federal Reserve 
Act was written in 1913. 
What will happen in the 
next twenty years is equal 
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restricted basis. The de- 
bacle of American bank- 
ing appeared almost complete last March when all banks 
were temporarily closed to halt a national run which had 
developed out of shattered public confidence. 

And so came the sixth great effort to legislate a real rem- 
edy—the Banking Act of 1933. Many and complicated 
are its provisions. Two things stand out. First, the Govern- 
ment has put into effect a guarantee of deposits, temporary 
for the present; permanent after next July 1. Second, the 
Government has strengthened the banking capital struc- 
ture by investing nearly $900,000,000 in the preferred 
stocks of more than 5,000 banks. 

Deposits in all commercial banks approximate $32,000,- 
000,000. Capital funds approximate $5,500,000,000. 
Among these banks variations in size, strength, competence 
and in the character of local services rendered are almost 
infinite. The solution, then, is to be the simple one of pro- 
claiming to the public that all banks coming under deposit 
guarantee are sound because the losses of such banks as 
prove, after all, not to be sound will be made up by other 
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ly unpredictable. 

More important, conjecture is useless because the Bank 
ing Act of 1933 is not a conclusion to the story of Amerr 
can banking, but merely the beginning of another chapter— 
a chapter of transition, probably more significant than any 
previous period of banking transition, toward a set of prin 
ciples not fully defined in the last year’s legislation and per 
haps not yet even clearly formulated in the political phil- 
osophy which rules the country. 

In short, the latest venture in banking reform can only 
be considered as a continuing thing. Congress so considers 
it, for the Senate Banking Committee will shortly make 
numerous suggestions to strengthen the 1933 Act. Bankers 
so consider it, for the majority vigorously oppose permanent 
deposit guarantee and many, including the heads of the 
Chase National Bank and the Guaranty Trust Co. 
have publicly advocated reforms differing measurably from 
those enacted by the last Congress. Finally, there are those 
—not inconspicuous—who would abolish the Federal Re 
serve System and set up one central Bank of the Uni 
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States to dominate the movement of credit; and some high 
in President Roosevelt's esteem who would “socialize” all 
hanking as a public service function. 


Government Domination 


He who can guess how far toward socialization the New 
Deal will carry us in coming years perhaps can guess more 
precisely the outlines of the banking reform toward -which 
we are now groping. This much is clear: Control of the 
Federal Government over banking has been tightened in 
the past year. It undoubtedly will be further tightened. It 
may become dominant. 

The thought is not particularly arresting in a time when 
government, duly elected by the majority of the people, 
assumes the right to regulate wages and hours of work, to 
— production and to control the commodity price 
evel. 

As to whether Government control of banking will usher 
in the credit millenium or the ultimate credit disaster— 
who can say? Probably neither. Mortal men manage 
banks. Mortal men direct government. Are elected pub- 
lic officials less fallible than private bankers in estimating 
economic probabilities and shaping credit policies thereon? 
Maybe so. Maybe not. 

The philosophers of the New Deal have a powerful and 
popular argument. They point to the sorry record of pri- 
vate bank management. “Could Government bank man- 
agement be worse than this?” they ask. Since Government 
management of the banking system has had but a partial 
and imperfect trial, the argument is hard to answer. Never- 
theless, the realistic thinker cannot escape a few doubts, 
for with political management in general we have had con- 
siderable experience. The record, to say the least, does not 
show infallibility of judgment. As we contemplate taking 
control of banking out of the hands 
of a set of men directly responsible 
to their depositors and turning it 
over to another set of men respons- 
ible only to a majority of voters, 
let us turn back the spotlight to a 
period which all will remember. 

Time: 1928. The stock market 
is boiling. Poverty has been abol- 
ished. Two cars for every garage. 
The New Era has dawned. Prices 
are on a permanently high plateau. 
The business cycle has been abol- 
ished. Prosperity is here to stay. 
There is nothing the matter with 
real estate. There is nothing un- 
sound in lending billions to for- 
eigners so they can buy our goods. 
Brokers’ loans are $7,000,000,000. 
They're soon going to $10,000,- 
000,000-—— etc... . 

And what was political manage- 
ment doing at that time? A few— 
avery few—voices cried out in 
watning—private voices entirely. 
They were drowned out in the 
swelling Prosperity Chorus. When 
the stock market stumbled, the 
greatest Secretary of the Treasury 
since Hamilton moved more than 
once to its assistance by issuing re- 
‘suring statements. When some- 
tne Pointed with misgiving to the 
rokers’ loan total the President of 
the United States announced that 
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Federal Reserve Building in New York 


he saw nothing alarming in the figure. When the Federal 
Reserve Banks of Chicago, Boston, Philadelphia and New 
York sought—belatedly—to check the orgy of speculation 
and credit expansion in 1928 and 1929 by raising their dis- 
count rates in warning they were prevented from doing so 
by the Federal Reserve Board at Washington. 


Control of Credit 


The fact is that a credit boom, with soaring prices for 
stocks, real estate or what have you, is popular—the most 
popular thing there is. Its start moreover is insidious— 
probably the most insidious thing there is. Once the jag 
has taken firm hold on the public fancy, what politician is 
wise enough to detect it for what it is and bold enough to 
halt it? Deflation, mild or severe, is the least popular thing 
there is. 

Whether public or private, the management of credit in- 
volves inherent risks. It will be so as long as men vary in 
character, ability and energy; as long as life’s evolution 
produces change; as long as mankind is subject to the for- 
tunes of war and the natural and uncontrollable forces 
which swell or diminish the harvests. Of course, we can 
eliminate the profit motive from banking—and substitute 
the political motive in so doing. Under which is the danger 
of misjudgment greater? 

Under the Roosevelt Administration there has come in- 
creasing government domination of the Federal Reserve 
System. The Reserve Board itself under its present chair- 
man can only appear to the outside observer as virtually 
an arm of government. Moreover, the Reconstruction Fi- 
nance Corporation, as owner of preferred stocks in more 
than 5,000 banks, already has revealed its determination to 
play a dominant role in the selection of management for 
these banks. Specifically, it is in controversy at this writing 
with a group of directors of the 
Continental-Illinois National Bank 
& Trust Co., one of the largest 
Chicago banks, regarding selection 
of the chairman of the board of di- 
rectors of that institution, in which 
the R F C holds $50,000,000 of 
preferred stock. 

The Brain Trust advisers of 
President Roosevelt would frankly 
go much further than this. Prof. 
A. A. Berle, Jr., advocates a uni- 
fied public banking system under 
complete Federal rule. There 
should be two systems, he says. A 
savings bank system, with a mort- 
gage re-discount bank at its head 
to provide liquidity; and a system 
of large regional banks, with 
branches covering all areas of the 
country, to replace present com- 
mercial banks. 

A. P. Giannini, Pacific Coast 
banker and probably the leading 
advocate of branch banking, favors 
transforming the Federal Reserve 
System into a central bank of is- 
sue. It would be patterned after 
the Bank of England, which, he 
points out, is not controlled by the 
British Government but tradition- 
ally has co-operated closely with 
it, and is “the best example of a 
well-run central bank.” Under 

(Please turn to page 367) 
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WASHINGTON, January 9, 1934. 
DEAR PERRY: 

You know how much I admire the President. I admire 
him too sincerely to follow him blindly. I couldn't be a 
genuine admirer if I swallowed all he does with gusto. 

But he’s so human and earnest, even if bafflingly inex- 

plicable at times that one just has to take him 
without footnotes and say: “Right or wrong, 
or even foolish, in this or that, I'm with you 
for the sake of the whole front.” 

Apropos of nothing, I hear that when an 
N R A executive's secretary answered the 
telephone the other day, the voice at the other 
end said, “Please tell Mr. ....... that Frank 
wants to talk to him.” 

“T don’t know any Frank,” said the busy 
executive. “Ask him for the rest of his 
name and his address.” 

“Roosevelt, and I'm stopping at the 
White House,” was the placid answer. 

I was a Wilson Democrat and I stood 
by the President through all his idiosyn- 
crasies. I was for him because I was for 

the United States, right or wrong, just 

as now, in an equally critical period, I 

feel that I must support the nation’s 

chosen leader 
Just the same, I confess that I am 
irritated by the budget shuffling—abol- 
ishing established bureaus or divisions 
with trained personnels and 
long-established objectives— 
wrecking the civil service— 
and then entrusting 
much the same job to 
a new more or less 
political outfit under 
the extraordinary 
budget. Shuffling the 
budget is the term. 
And I don’t like the 
annual message state- 
ment that reform and 
recovery must go hand 
in hand. If we have 
to wait until business 
has been completely 
sanitated and disin- 
fected before we deal 
with the present acute 
disorder we may have 
a Rip Van Winkleian 
pause. The C W A, 
conquering the misery 
of four million unem- 
ployed, thrills me; but 


Letters of a 
& His New 


it depressed me to learn undeniably that political patronage 
gets its slimy coils into the noble program. 

Just as I expected, Congress opens purely as a Presi- 
dential echo. I think it will be so in general until the end, 
but you will hear many a bitter squawk from men like 
Senator Glass, who have bruised principles to protect, and 
from men like Senator Robinson of Indiana, who are 
typical of the thousands of people whose particular and 
personal corns have been tramped on by the boldest and 
bravest President since Andrew Jackson. 

I'll bet that you, being what you are, are mad all the way 
through because of what the President said in his address 
about “those high officials of banks or corporations who 
have grown rich at the expense of their stockholders or 
the public, or those reckless speculators . . . whose oper: 
ations have injured the value of the farmers’ crops and 
the savings of the poor.” 

Also you won't relish finding your Wall Street friends 
grouped with gunmen, racketeers and other undesirable 
citizens as public enemies. 

I can tell you that the President believes that there are 
some irreclaimable predatory rich just as sincerely as Sena 
tor Norris believes that all officers of public utility corpora: 
tions have horns under their hats and tails in their bootlegs 
And yet, there is nothing he would appreciate more at the 
moment than a healthy rise in stocks and commodities, 
neither of which will ever come without the co-operation 
of the bankers and the speculators. They used to say 
President Wilson had a single-track mind; Roosevelt has 
at least a four-track mind. 

I told you that the President wouldn't revaluate the 
dollar soon. He won't actually but he will come mighty 
close to it, I am led to believe. The fact that the gold 
price has been held so steady for a long time is not with- 
cut significance. The next thing he will do, in my opin 
ion, is effect not an actual stabilization but a stabilization 
of the dollar within defined limits. If he does it soon, he 
can capitalize and extend the budding confidence of bust’ 
ness generally that further and drastic money manipu’ 
lation is over. Then we can afford to await some semblance 
of world agreement before our ultimate and formal return 
to the gold standard. 

Gossip says that Professor Warren is beginning to think 
that the sure way to hoist commodity price levels is to g° 
straight to de jure stabilization at a new content, instead 0 
monkeying around with limited gold-buying. Fifty per cent 
devaluation is opposed as likely to result in eventual rise 0 
prices far above 1926 levels. That would be giving credi’ 
tors far too little and debtors far too much. The theory 
is that once prices start up they will tend to go through 
the roof on the acceleration of the business boom that wil 
follow. ; 

Getting down to brass tacks: I find that some of my 
Washington friends are closing out their lines of common 
stocks; also bonds in super-corporations and putting their 
money into smaller corporations. The general reason they 
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give is that they think the big corporations have had their 
day—that under the new deals the smaller corporations 
can grab profits more easily and that it is feasible for an 
investor to keep a revealing eye on the little fellows, 
whereas he only flounders in deceptive figures when he 
tries to check up on the big fellows. What do you think 
of this sort of investment switch? 
Yours for a big year, 
Don. 


New York, January 13, 1934. 
Deak Don: 

Everything that happens here in Wall Street seems to 
originate down in Washington, so you ought to know 
more about the stock market than I do. Not that your 
account gives much evidence that you know anything at 
all about it! Never mind, old boy. The current market 
isa puzzle also to many gentlemen that we used to regard 
as “big shots” among the Bulls or Bears, as the case might 
be. Do you remember the good old days when in every 
boardroom the customers’ men were whispering glibly the 
inside dope—the absolute low-down—on the operations of 
Baruch, Cutten, the Fisher brothers, Raskob, Mike Meehan, 
Matt Brush, Ben Smith and the rest of them? Where 
are they now and what are they doing? My guess would 
be that, like the rest of us, they are laying low and wait- 
ing to see what Mr. Roosevelt will do about the situation. 
Meanwhile, in the face of an apparently promising busi- 
ness prospect for at least the next few months, our mar- 
ket is largely in the hands of the hit-and-run traders—the 
lads who buy 10,000 shares of General Motors and try to 
make ends meet with a turn-around on 2 points or so. 

While many stocks are high—out of reason, in fact— 
in relation to probable earning power over the next year, 
I venture to say that I could easily pick you a dozen or 
more selling at 10 to 12 times earnings and yielding 5 to 
6 per cent. Why don’t they go up? Because public inter- 
est is at low ebb and sustained professional sponsorship is 
afraid to get on the job. Pool managers now have a hard 
tow to hoe, operating under the threat of a kick in the 
pants almost anytime from Washington, from a Federal 
Court or from the Stock Exchange itself. The only major 
operation I know about is in Chrysler and that has recently 
back-fired. Some people—exaggerating probably—say they 
an't tell which is the front end of a couple of the com- 
pany’s new models. Still, I wouldn’t advise you to go 
short of the stock. Motor business still is, and, in my 
‘pinion, will remain, about 90 per cent in the low-price 
ats. Plymouth, Dodge, Chevrolet, Ford, Pontiac, Terra- 
plane. I have just visited the show here and these money- 
makers have not been re-styled in any such radical way 
% to incur popular disfavor. Look up the makers and 
you will uncover a couple of stocks likely to do pretty 
Well this year, 
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What is this talk I hear about Roosevelt intimating in 
his last press conference that the railroads and public utili- 
ties be allowed to charge rates high enough to permit sink- 
ing fund amortization of bonded debts? Something along 
this line was flashed through the Street the other day and 


touched off the best rally in several weeks. Personally, I 
take the report of the sudden Roosevelt! A YO 


friendship for the rails and utilities with 
more than a small grain of salt. In the first 
place, the railroads need trafic and not 
higher rates. In the second place, the same 
newspaper in which I read this optimistic 
interpretation of the changed Roosevelt atti- 
tude carries the account of his special mes- 
sage to Congress urging that the Govern- 
ment commit itself to spend several hundred 
millions of dollars on the St. Lawrence 
Waterway. The purpose is to provide cheap 
water transportation to the Atlantic sea- 
board—in competition with our hard-pressed 
railroads—and cheap power to the East, in 
competition with and as “yardstick” example 
to those outcasts of our time—the private 
utility companies. Moreover, our eminent 
ex-banker Governor now rates admission as 
a full-fledged member of the New Deal 
Club, for he has recently let fly his own 
conception of a political left jab and two 
right uppercuts to the utility jaw in 
this state. 

All of which, I’m frank to say, 
is puzzling to us hereabouts. Mar- 
ket rallies of the last 
couple of months have 
usually been one or 
two-day affairs. Appar- 
ently the motto is: 
Take your piker’s prof- 
it and run before it is 
taken from you! 

I was among those 
who voted for Roose- 
velt, but I can’t help 
saying I feel that I 
bought a surprise pack- 
age. Certainly the 
contents are not quite 
what I thought they 
were when we all were 
listening to the radio 
campaign speeches back 
in those distant days 
of 1932. It makes me 
smile to think of poor 

(Please turn to 

page 370) 
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Recent View of Wilson Dam at Muscle Shoals 


The Nation’s Social Experiment 
in Tennessee Valley 


Power Regulation and Social Recon- 
struction Combined in Gigantic Venture 


By THeropore M. KnaApPeN 





The profound objectives of 





T was at the Norris Dam. 
C W A workers, purpose- 
ly limited to wheel-bar- 

rows for machines, and the 
simple tools of a thousand years 
ago—spade, shovel, pick axe— 
were grading the town site 
here. Over there, up on the 
mountain side, a hydraulic 
monitor, with only three or 
four men in sight, was tearing 
a mountain apart. 

It was the Tennessee Val- 


of both.” 


“To set upon the national stage a colossal 
laboratory in which to develop and test the 
New Deal, defined as an adaptation of the eco- 
nomic structure to the realities of the age, com- 
bining the benefits of socialism with the e: el- 
lences of individualism and avoiding the evils 


the Tennessee Valley Author 
ty are: 

1. A demonstration on the 
national stage of the possibili 
ties of the universal introduc 
tion of -cheap electric power 
into every home and the daily 
work of every person in the 
home, on the farm and in 
small industries. 

2. Based on cheap power, 
land control, and the orderly 





utilization of all the knowl: 





ley Authority in action—and 
the composite scene was in- 
terpretive of a huge socio-economic adventure, of which 
the American public has only the slightest comprehension. 
The manual laborers represent the motive af return to the 
simple life. The monitor stands for power and machinery 
applied to a return to simplicity and individualism, but with 
power universally applied to take the drudgery out of life 
and disperse ir.dustry and population. The momentary 
drudgery of the pick and the shovel is merely a means of 
meeting the passing unemployment emergency but it points 
the philosophy of the aggrandizement of the individual as 
against the collectivism of unrestrained utilization of 


power. 
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edge with which science has 
endowed this age, the adoption throughout a vast region 
of a planned economy, which will serve as a model for the 
whole nation. It envisions a “New Deal” laboratory, de- 
signed to point the nation’s way to a national economic 
scheme which is to avoid the tyranny of socialism on one 
hand and the despotism of uncontrolled individualism 0 
the other. 

“Not by dictation, but by co-operation and demonstra 
tion,” says that engineer and educator, Dr. Arthur E 
Morgan, chairman of the Tennessee Valley Authority, 
“the fundamentals of a planned social and economic order 


s 


may be introduced into this region. In so far as the efforts 
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of the Tennessee Valley Authority are successful, they 
may serve as precedents for other regions.” 

Now for a bit of background. During the World 
War and afterwards, the Federal Government spent $150,- 
000,000 at Muscle Shoals, on the Tennessee river in north- 
em Alabama, for the purpose of providing great nitrate 
plants and the power for them, as a national defense mea- 
sure, nitrates being an essential of modern explosives, and 
the customary source in Chile being imperilled. The Wil- 
son Dam, about a mile long, was thrown across the plung- 
ing river, two nitrate plants were erected, also a great 

er house and many accessory buildings, as well as 
housing for the workers, and also auxiliary steam power 
ants. 
7 The installed capacity of the power house as it stands 
today is 261,000 horsepower, which, owing to lack of 
suficient water through most of the year, is far from being 
realized. With the erection of additional turbines and 
the provision of sufficient water storage the hypothetical 
power can be increased to 873,000 horsepower (and that 
is the aim of the Authority). Such a volume of power is 
suficient to meet all the requirements of a city of 2,500,000 
people. Complete utilization of all the “head” on the 
Tennessee river and its tributaries would theoretically 
yield 3,500,000 horsepower. And that is in the offing, 
although the population of the entire valley is less than 
3,000,000. 

Congress quarreled over the disposition of Muscle Shoals, 
the war being over, for more than thirteen years. During 
that period some of the power was leased and one plant 
was sold. The original objective of Senator Norris and 
others who stood for continued government ownership and 
operation was the production of vast quantities of cheap 
nitrate as a land fertilizer and the establishment of a public 
power plant which would serve as a yardstick whereby to 
measure the costs and efficiency of electrical power as 
manufactured and distributed by the utility companies. 


A 42,000-Mile Laboratory 


President Roosevelt was quick to see the way in which 
this vast unused national asset could be used to implement 
the realization of his conceptions of social and economic 
reformation. He first reached his idea in February, 1933. 
He pointed out that in addition to the existing govern- 
ment investment, which needed to be redeemed, the Valley 
was ideal as the scene of a great regional development 
under national auspices and authority because it combines 
“al the climatic and geographical factors favorable to the 
scheme” and be- 


center of population, and includes several sizable cities. 

The people are almost entirely of native American 
stock—“a vigorous and independent people, with a dis- 
tinctive culture and pattern of life.” It has great indus- 
trial centers; and an extensive rural population, “but 
characterized in some of its parts by low average income 
and a bitter exhausting struggle for a livelihood.” Erosion 
and destructive handling of the land have greatly reduced 
the natural fertility of the soil, and there is a great dis 
equilibrium between the industrial and agricultural out- 
puts of the basin, there being too many people in 
agriculture and too few in industry. The region 
presents the characteristic economic and social prob- 
lems of the nation as a whole and contains the pow- 
er, the fertilizer and other potentialities of economic 
equilibrium. 

The enabling act, proudly fathered by Senator Norris, 
was approved by the President on May 18. The authori- 
ty is a Delaware corporation in which all the stock is 
owned by the Government of the United States, thus 
having, as the President put it, “the power of a govern- 
ment with the flexibility and initiative of a private enter- 
prise.” The Authority is not under the classified Civil 
Service Act, but has its own civil service organization in 
which it seeks to unite the good qualities of private and 
public administration, uniting long tenure of jobs with 
the introduction of new blood and the prompt discharge 
of the inefficient. 


To Go on Forever 


At the head of the organization, Dr. A. E. Morgan, 
a socially-minded man of wide engineering and educa- 
tional experience, who has recently been president of the 
work-and-learn Antioch College in Ohio. The other 
members of the Board are Dr. H. A. Morgan, formerly 
president of the University of Tennessee, who has long 
dreamed of the reconstruction of the life of the valley, 
chiefly on the agricultural side; and David E. Lilienthal, 
of Wisconsin, an enthusiast on the possibilities of cheap 
electric power and formerly a member of the Wisconsin 
State Public Utilities Commission. The capital of the 
Authority consists of fifty million dollars from the Public 
Works appropriation, and of the future proceeds of bond 
issues authorized up to 50 million dollars. As it is a 
continuing body, there is no end except the will of Con- 
gress to what it may ultimately expend. It will undoubt- 
edly be an always open pipe line into the national 
Treasury. While it is just as independent as any govern- 
mental body can 
be of political 
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Topographical- 
ly the region has 
extremes of 
7000 feet and 
20 in alti- 
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mountains, 
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accuracy and efficiency, but this feature has been largely 
unloaded on C W A. Including the C W A workers and 
the Civilian Conservation Corps in the area there are per- 
a 20,000 men now contributing to the objectives of the 
TVA. 

The present construction activities are the Norris Dam 
(Cove Creek) on 
the Clinch river 
about 25 miles 
above Knoxville, to 
cost 34 million 
dollars, and the 
new Joe Wheeler 
Dam, at Muscle 
Shoals, to cost 15 
millions. Both 
are primarily stor- 
age dams for the 
benefit of power 
development 
at the _ original 
Muscle Shoals 
power dam, now 
known as the Wil- 
son Dam. The dis- 
tance between the 
Wilson Dam and 
the Norris Dam is 
about 225 miles. 
The Wheeler Dam 
will back the Ten- 
nessee river up for 80 miles, and the Norris Dam will make 
a lake covering 80 square miles and 250 feet deep at the 
lower end. About 3,000 men will be given steady employ- 
ment on short-hour shifts for several years. Villages for 
employes being built at both dams, and expected to endure 
after construction, are on the most modern ideas of sub- 
sistence areas and ideal housing. Transmission lines are 
building between Norris and Wilson Dams, between Wil- 
son and Wheeler, and elsewhere. Other dams will be built 
in time, and the entire water power of the river will be 
the source of a flow of power which will be administered 
as a whole. The dams will promote navigation and control 
floods in the valley and, to a limited extent, in the 
Mississippi. 

Current Interest Centers in Power Prices 


The Authority is proceeding on the theory that the 
manufacture and distribution of electrical power is as 
much a public function as water service, highways or street 
lighting. It disclaims any intention of competing de- 
structively with private power companies solely for the 


sake of competition, 


Coffer Dam in Construction Work on Joe Wheeler Dam 


its earnings amortize the investment, and in addition 
depreciation is to be made up. Its governmental authority 
will keep down costs and expenses as compared with pri. 
vate companies, in some ways, and construction at this 
time is relatively cheap. 

It has such minor advantages as no license fees for its 
hundreds of auto 
mobiles and the 
franking privilege 
for its mail. | 
frankly _ proclaims 
the objective of 
being the great 
regulator of pow: 
er rates for the 
whole country by 
virtue of public 
demonstration and 
moral influence 
rather than by di: 
rect regulation of 
rates. It general: 
izes that present 
rates to consumers, 
particularly homes, 
are too high. It 
contends that in 
time it will show 
the power com 
panies that be 
tween high ates 
and costly electrical equipment they have been standing in 
their own light. It is marketing through the usual channels, 
especially provided cheap equipment, having created a 
subsidiary finance company for that purpose. 


Cheap Power 


While there is evidence of the emotions of a holy crusade 
against the utilities—Mr. Lilienthal likes to say that the 
power business has been dominated by “financial pirates” 
who even threatened to destroy the American system of 
democracy—the avowed intention is to regenerate the 
power schedule. The Authority holds that next to the 
land itself the greatest resource of the nation is its power, 
and that public control of “this liberating force” must 
be maintained by the people. It believes that with com 
plete electrification of the country by the aid of cheap 
power and cheap appliances the consumption of electricity 
can be trebled or more with greater gross and net revenues 
than are now being properly enjoyed by the companies— 
the emphasis being on properly, and with an eye on Samuel 
Insull, “speculative pyramiding,” “write-up bonuses” and 
“outrageous prices” for 
properties. It s 





but will override them 





at any time that its in- 
terests conflict with 
theirs. In fulfilling its 
role of a power yard- 
stick it proposes to 
keep its books in such 
a way that liberal al- 
lowance will be made 
for every cost a private 
company mus: sup- 
port, including, taxes, 
interest and profit, al- 
though it pays no taxes 
and is not profit-mak- 


I 


Grand Total 








Comparative Monthly Cost for Domestic 
Electricity 


Tenn. Val- *Any Ten- 
Au- 


KWH (Tupelo) 


$.75 
1.35 
1.00 
1.95 


*New “promotional” flat rate effective February 1, 1934. 


claimed that under 
banker ownership an 
control and the effects 
of tradition and conceit 
the private companies 
have tended to ossify 
and assume that they 
have attained perfec’ 
tion, and that what 
they have not done in 
diffusing, | universaliz’ 
ing and cheapening 
power can not be done. 
(Please turn to 
page 371) 


Washing- St. Louis 
ton 


$.98 $1.19 
2.12 1.47 
1.19 1,19 
2.50 


2.38 
6.79 6.23 











ing. It hopes to make 
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A “New Deal” for the Railroads 


What Will It Be—What Will It Mean 
to Stockholders? — Outlook for 1934 


By Prerce H. Futton 


S the New Year begins, a “New Deal” for the steam 

railroads of the United States is under active con- 

sideration by several government bodies and, like- 

wise, the railway executives. In fact, it was underway the 

greater part of last year—from the time that the Emergency 

Railroad Bill was introduced in Congress last spring and 
passed last June. 

What made the “New. Deal” seem necessary? Is it really 
needed? What will it prove to be? Will it be successful? 
What will it mean to present and prospective owners of 
railroad securities? 

These are some of the vital questions that all actual and 
potential investors in those securities should study care- 
fully. Out of what has happened in years gone by—much 
further back than 1929—and out of what may be attempted 
to solve the many and serious problems presented, the an- 
swers to these questions may be found. 


Improving Prospect 


Before taking up the questions themselves, however, two 
facts should be set forth, that we may have the right per- 
spective of the entire picture with which this article will 
deal. In the year so recently closed marked improvement 
in the earnings and position of the railroads took place. In 
the year so recently begun still further improvement and 
readjustment to changed conditions are expected. The low 
level of freight trafic and gross earnings was reached in 
March, 1933. From 


“three months of 1933. 


50 per cent from the corresponding period of 1933. Ship- 
ments of automobiles, trucks and parts 30 per cent; ma- 
chinery and boilers 24.30 per cent: ore and concentrates 
25 per cent. 

If a corresponding expansion is shown in the other geo- 
graphical divisions of traffic territory. there will be quite a 
different basis of earnings, than a year ago, on which to 
start to erect the “New Deal” structure for the railroads. 
The Middle Western Shippers Advisory Board estimates 
an increase of 5! per cent in carloadings over the first 
The 13 shippers’ advisory boards 
estimate an increase of about 6.5 per cent. Unless rates 
are reduced sharply, as intimated in the I. C. C. annual re- 
port for 1933, Class I roads should show a good-sized net 
income over fixed charges for 1934. 


Behind Present Difficulties 


Why have the steam railroads of this country been in the 
plight in which they have during the last four years and a 
little more? The answer is a long story, too long to be 
told fully here. It may only be noted that there never was 
a good reason, geographically, for some of the railroads that 
have displayed the greatest weakness during those years, 
having been built. Others were over-capitalized at the 
start and have never been put on a sound financial basis by 
the several reorganizations through which they have gone. 
They have struggled under the burden of ever-increasing 

funded debt. The 





April to the end of 
that year there was a 
substantial increase in 
both of these items, 
with one or two brief 
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being corrected. In the past few years new mediums of 
highly competitive transportation—private automobile, bus, 
truck, inland waterways and airplane—have sprung up to 
plague railway executives and to make serious inroads into 
the earnings of the properties that they direct. 

Finally, the economic cataclysm that enveloped this coun- 
try and pretty much the whole world, late in 1929, brought 
the trafic and earnings of the American railroads to the 
lowest levels in many years, before the upturn started in 
April of last year. The I. C. C., in its report for 1933, 
says that “the volume of 


was for bond interest, $15,073,000 for bond maturities 
$16,212,305 for equipment trust maturities, and $6,959,943 
for taxes. 

Official reports of 150 Class I railroads for the first ten 
months of 1933 disclosed a combined net loss after fixed 
charges of $25,701,589, against a net loss for the corre. 
sponding period of 1932 of $144,394,501. For October 
these roads showed combined net income of $12,594,905 
Consequently, if net income for November and December 
was about the same as for October, these carriers were able 

to close the fiscal year with lit 








freight and passenger business 
in 1932 approximated only 50 
per cent of that in 1926. The 
net railway operating income 
of Class I carriers in 1932 was 
$326,000,000, in contrast with 
$603,000,000 in the depression 
year of 1921 and with $1,252,- 
000,000 in 1929.” 

Only a handful of all Class 
I railroads in the United States 
escaped impairment of their 
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tle or no net loss, and perhaps 
a small net income. This show. 
ing would be in striking con. 
trast with a combined net los 
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Whatever the final results for 
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4 0.80 operating revenues compared 
119 6.00 with 1932, and of 1.77 per 
cent in net railway operating 
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financial position and physical 





properties. It is pertinent to 

ask right here why those few roads did not go down with 
all the rest, in the two vital respects just mentioned. Look 
up their capital structure—particularly funded debt—and 
study the management of Atchison, Union Pacific, Pennsyl- 
vania, Norfolk & Western, and Chesapeake & Ohio—these 
five make up the “handful”—and you will have the answer 
in two words—Capitalization and Management. 

You will know, in general terms, why Atchison closed 
1933 with over $42,000,000 cash and Government secur- 
ities in its treasury, as it did in 1932, and with no equip- 
ment trusts, loans or bills outstanding, and the full pre- 
ferred dividend of $5 a share earned in five months. You 
will know also why Norfolk & Western earned approxi- 
mately $15 a share on its common, in spite of notable de- 
pression in industry early in the year. Why Chesapeake & 
Ohio, another prominent bituminous coal carrier, was able 
to earn around $4 and pay $2.57! on its common shares. 
Why Union Pacific, with no return on its millions of dol- 
lars invested in the stock of New York Central, Illinois 
Central, Chicago & Northwestern, and Baltimore & Ohio, 
was able to show more than the dividend of $6 a share on 
its common, that it has been paying since the rate was re- 
duced from $10 a share. 


Is the “New Deal” Necessary? 


Is a “New Deal” really needed for American railroads? 
Call it what you will, obviously something is wrong, when, 
for instance, Northern Pacific and Great Northern, both 
conservatively capitalized and conservatively and wisely 
managed, could scarcely earn fixed charges in 1933. There 
is certainly something wrong with either the railroads of the 
United States or the conditions surrounding them, or both, 
when all but a comparatively few had to borrow millions of 
dollars, not only to pay taxes and bond interest, but also to 
cover repair of equipment now on hand, and with which to 
buy steel rails, new cars and locomotives. 

There is unmistakably need of a change some way, some- 
where, that wil! enable the railroads to do these and various 
other important things out of revenues from the operation 
of their own properties and from income on investments. 
To refer again to the I. C. C. annual report. It is set forth 
in that document that of an aggregate of $89,576,344 loans 
by the R. F. C. to the railroads, that were approved by the 
I. C. C. since its report for 1932, a total of $34,399,942 
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After all, although a few 
individual roads were able to show a substantial balance for 
their stock last year, the fact that Class I roads as a whole 
scarcely more than earned fixed charges, does not furnish 
much comfort for the great body of railroad stockholders, 
whose dividends have been reduced or cut off for three years 
or more. The best that they can do is to hope that improve: 
ment in earnings will be sufficient during this year to war 
rant resumption of dividends in some cases before the close 
of the current fiscal period. 

There is no denying the statement that conservatively 
capitalized and well-managed railroads in the United States 
should, under anything like normal conditions, be able to 
earn, not only their fixed charges but a reasonable dividend 
for their common stockholders, as well as the full rates on 
the preferred shares. While the railroads should be run 
“in the public interest,” to use the almost threadbare ex: 
pression, sight should not be lost of the security -holders, 
without whose money there would have been no railroad 
properties all these years, to be run “in the public interest. 

These facts should be borne constantly in mind by those 
who are attempting to shape the “New Deal” for the rail: 
roads of this country. 


Government Ownership? 


What is this “New Deal” to be? What should it be, to 
reach these and other important goals? This is one of the 
most complicated and difficult of the series of questions un 
der consideration in this article, for which to find a satisfac’ 
tory answer. Should it be, and will it eventually be, simply 
a further co-ordination of the physical facilities of the steam 
railroads, leaving the newer mediums of transportation, 
much as they are, but perhaps with supervision and ~ 
lation by the I. C. C.? Should it be co-ordination of the 
facilities of the railroads and those of the competing el 
diums, all under I. C. C. control? This would be funda’ 
mental and extremely important. + 

Will it be, or should it be, government ownership? he 
Emergency Railroad Bill, passed by Congress last June, 
provided for a Federal Co-ordinator of Transportation “a 
three regional co-ordinating committees—Eastern, Wester 
and Southern—with five members each. President — 
velt largely relieved Joseph B. Eastman, an outstan & 
member of the I. C. C., from his regular duties as a mem! *f 
of that body, and appointed him Federal Co-ordinator 
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Transportation. The members of the regional committees 


were duly selected. 


Co-ordinating 


Mr. Eastman's duties are pretty well set forth, in a gen- 
eral way, in his title alone. The bill provided that he 
should study, with the assistance of the three committees, 
ill practical ways of eliminating waste in operation, and of 
more eficient operation in every respect, and likewise “to 
promote financial reorganizations of the capital structure 
of carriers, so as to reduce fixed charges to an extent con- 
sistent with the stability: of railway credit, with due regard 
to existing legal rights.” 

The committees were to study their respective territories, 
under the general direction of the Federal Co-ordinator, 
with a view to finding the most effective and practical me- 
diums of co-ordination of the physical facilities of the roads 
in those areas, all with a view to greater efficiency and 
economy. 

The Federal Co-ordinator and committees had scareely 
more than started with their studies when it was found that 
material co-ordination of facilities and, in turn, correspond- 
ing economies, could not be effected without a large number 
of men being thrown out of work. The word at once went 
out from Washington that, as the National Recovery pro- 
gam was only getting under way, the workers must not be 
disturbed. 

Accordingly, the ambitious co-ordination program pro- 
vided for in the Emergency Railroad Bill promptly sim- 
mered down chiefly to comprehensive and exhaustive studies 
of all phases of the transportation situation—with the Fed- 


eral Co-ordinator do- 
ing most of the study- 
ing and the members 
of the three commit- 
tees, and likewise the 
oficial and clerical 
forees of the various 
railroads they repre- 
snt, and those of all 
the railroads—devoting 
a great amount of 
time, thought, ink and 
white paper to at- 
tempts to answer the 
numerous and volumin- 
ous questionnaires sent 
out by the Federal Co- 
ordinator. A slight 
delight on the mag- 
nitude of the task of 
answering these ques- 
tions may be had from 
the authoritative state- 
ment that one of the 
Prominent eastern rail- 
tad systems had a 
force of 200 of its em- 
Ployees largely occu- 
pied with that work 
lor several months. 
t of the thousands 
thousands of 
pages of reports, ex- 
hibits and data of many 
ds, the Federal Co- 
ator is supposed 
0 get his ama and 
commendations to 
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Congress. The latest advices from Washington state that 
he will make them in installments. Probably he has adopted 
this plan for several rather obvious reasons. It is the most 
logical and practical procedure, because of the voluminous 
data and the importance of the subjects involved. It would 
seem that he has not had time to prepare a comprehensive 
report, with recommendations, on all the big subjects cov- 
ered by his questionnaires. The installment plan will make 
it much easier for Congress to take up the study of the 
entire transportation situation, than if they were com- 
pelled to try to swallow the whole dose at one time. 


Consolidation? 


There is reason for believing that Mr. Eastman will deal, 
among other subjects, in early installments, with co-ordi- 
nation of the present physical facilities of the railroads, 
taking up also the advisability of joining with them those 
of the trucks, buses, inland waterways and airplanes, 
eliminating all possible duplications and waste in operation, 
and making a comprehensive, well-balanced transportation 
system—without consolidation of the corporations. Bette1 
ways of handling less than carload—‘L. C. L.”—freight is 
likely to receive early attention also from the Federal Co- 
ordinator. 

If this kind of co-ordination could be worked out and 
put into effect to the fullest extent possible and practicable, 
a great amount of wasteful competition would be eliminated 
and these various transportation systems, now cutting one 
another's throats, without getting much blood—profits to 
be exact—would be molded into one sound operating sys- 
tem. The great drawback to the success of such an under- 

taking would be the 
opposition of labor, 
without government in- 
tervention, and under 
present economic con- 
ditions, with govern- 
ment interference, as 
already noted in con- 
nection with the early 
efforts of Mr. Eastman 
and his three commit- 
tees in the matter of 
co-ordination of rail- 
road facilities alone. 
This program should 
be carried out just as 
soon as economic and 
labor conditions and 
other features of the 
situation justify. The 
best results would be 
obtained by going at 
this big job gradually 
instead of all at once. 
It is well known that 
Mr. Eastman has had 
general railroad con- 
solidation in the back 
of his head for some 
years. It is plain that 
before anything of this 
kind is attempted, there 
should first be the co- 
ordination of the phys- 
ical facilities of all the 
transportation systems 
(Please turn to page 
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Two Convertibles With Interesting 


American Rolling Mill Co. 
5% Conv. Gold Notes °38 


AST year the American Rolling 

Mill Co., was confronted with 

the problem of meeting, on No- 
vember Ist the maturity of $13,992,- 
000 4'4%4% notes. It is hardly neces- 
sary to recall the conditions of the 
past year which practically placed an 
insurmountable obstacle in the way of 
refunding operations to realize the 
gravity of the problem with which the 
management of American Rolling Mill 
had to cope. It is to the credit of the 
management, therefore, that the man- 
ner elected to meet the situation proved 
successful. 

Holders of the maturing notes were 
offered the option of being paid in 
full or accepting in exchange an issue 
of new notes. The new issue bore a 
5% coupon, matured in 1938 and car- 
ried the privilege to convert for the 
common stock of the company, at any 
time during the life of the notes, 
on the basis of 40 shares of stock 
for each $1000 note. These fea- 
tures were designed obviously to 
induce the acceptance of the new 
securities for the maturing notes. 
Aside from the increased return, 
the conversion feature was of par- 
ticular interest inasmuch as the 
stock of American Rolling Mill 
had sold as high as 31% last year, 
as against a level of 25 where the 
convertible privilege would be- 
come of value. 

At the present time the total 
funded debt of the company stands 
at $41,131,143 contracted for the 
most part in financing the com- 
pany’s program of expansion and 
modernization started during the 
late industrial boom. Such expan- 
sion was required to accommodate 
the company’s continuous rolling 
process developed after more than 
a decade of research. Practically 
all of the major steel units are 
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Possibilities 


Selected Rail and Steel Bonds 
Have Speculative Appeal 


By Staniey Deviin 


licensed to use this process and Amer- 
ican Rolling Mill would have undoubt- 
edly derived considerable revenue from 
it but for the intervention of business 
depression. As it is, it is a potential 
factor of considerable importance in 
the company’s future earnings. 

Despite the severe slump experienced 
by the steel industry, American Roll- 
ing Mill has been able, through skill- 
ful control of expenses, to avoid seri- 
ous losses and a sound financial posi- 
tion has been maintained. In 1932, 
there was a deficit of $2,030,000, after 
all fixed charges but on the basis of 
indicated results for the past year, the 
1933 loss will not be greatly in excess 
of $750,000. Under anything resem- 
bling normal conditions, earnings 
would be sufficient to provide an ade- 
quate margin of safety for fixed 
charges. 

Although affording a fair return at 
prevailing levels around par, the 
bonds are attractive chiefly for their 


THE M.W.S. BOND Price AVERAGES 


speculative possibilities, arising from 
the convertible feature. The stock is 
currently quoted around 19, and with 
the prospect that Government works 
will accelerate the revival of the steel 
industry this year, the possibility that 
the shares may duplicate their 1933 
high, at least, is not an illogical prom: 
ise, in which event corresponding en: 
hancement in the value of the bonds 
may be expected. 


Chesapeake Corp. 
Coll. Tru. 5’s 1947 


Chesapeake Corp., a holding com: 
pany, owns about 48% of the out 
standing stock of Chesapeake & Ohio 
Ry. This investment amounts to 3,710, 
361 shares of stock and is the principal 
asset of the company, although there 
are also small holdings of Pere Mar: 
quette and Erie shares. 

Originally outstanding in the amount 
of $48,000,000, the Collateral Trust 

5°s 1947 have been gradually re’ 
duced through conversions and 
the operation of the sinking fund 
to the present total of $37,387,000 
(September 30, 1933). They com 
prise the total funded debt of the 
company but there are bank loans, 
according to the most recent state’ 
ment, of nearly $21,000,000. There 
has, however, been a reduction of 
about $14,000,000 in this floating 
indebtedness since the end of 
1931. Pledged as security for the 
bonds are 2,333,153 shares of 
Chesapeake & Ohio common stock. 
Appraising this collateral at $40 
a share, current quotations, the 
total value of the pledged stock 
amounts to $93,326,120, or about 
214 times the amount of bonds 
outstanding. 
Chesapeake & Ohio corse 
stock pays annual dividends 0 
$2.80 a share or a total of about 
$6,533,000 on the shares constl’ 
(Please turn to page 366) 
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Prospects for the Most Active Stocks 


Eight Issues Whose Volume of Transactions Have Made Them 
Leaders in Recent Sessions — What's Behind the Activity: 


Brighter Prospects 


Pool Operations 
Special News 


By H. F. Travis 


Liquidation 








HY is it somehow 
\WV more impressive that 
a stock should be 
strong and active rather than 
merely strong? And by the 
sme token, why does it al- 
ways seem more disastrous 
when a stock declines accom- 
panied by a large volume of 
transactions than when it just 
declines? It appears that ac- 
tivity adds an emphasis other- 
wise lacking to the price trend, 
whether it be up or down. 
Nor is this illogical. Ac- 
tivity is a sign of public inter- 
et and a change in price af- 
fecting a large number of in- 
dividuals is ever more impor- 
tant than a similar change af- 


them than any others. 


Perhaps the only characteristic which the 
most active stocks in the market have in com- 
mon is that more people have an opinion about 


cessarily favorable, for the list of issues in 
which transactions bulk largest may include the 
most unpopular stocks, from the standpoint of 
holding as well as the most popular and sought 
after issue. 
why are these stocks so active, what is their 
outlook? These are the questions which the 
author so interestingly answers in this article. 


This opinion is not ne- 


What gives rise to these opinions, 


pronounced. In addition, it 
was pointed out, despite the 
favorable fundamentals, that 
the change to new models, 
higher costs, codes, and labor 
problems, made for some de- 
gree of uncertainty. 

While nothing has occurred 
to invalidate these conclusions, 
a number of not unimportant 
minor developments have 
taken place since. In view of 
the importance of the indus- 
try and the extent to which 
the country is counting upon 
it for a return to prosperity, 
it seems well worthwhile to 
bring matters up to date. 

The new models are no 
longer a mystery. Aside from 








fecting but a few, even though 
the few make or lose in the 
aggregate as much as the many. The 
only exception to activity being the re- 
ult of public interest is when it is de- 
lberately brought about by some small 
soup with its own axe to grind for 
the purpose of giving the impression of 
in aroused public. This, however, is a 
sory of artificialities—of pools, of op- 
tons, and of syndicates. Here, we will 
wnfine ourselves to the legitimate 
ymptom of legitimate feeling. 

There are always two factors in the 
lackground of natural, unforced ac- 
wity in a stock. The first is a large, 
well-diffused capitalization; the second, 
“me important news development to 
wouse the hopes or fears of the many 
tockholders. Let us attempt to dis- 
‘wer what were the hopes or fears be- 
hind the most active stocks in the clos- 
ing weeks of last year. 

Not surprisingly, the two big, listed 
‘utomobile companies, General Motors 
ad Chrysler, head the list of active 
Socks for the period. In their case, 
te em have been particularly fa- 
: able to a lively public interest. The 
which has just completed a year 

ch was a great deal better than the 
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previous one, prospects are favorable 
for 1934, and the air at the present 
time is thick with publicity and en- 
thusiasm for the new models. With 
the opening of the National Automo- 
bile Show in New York on January 
6, the preliminaries may be said to have 
reached a crescendo. From now on, 
actual sales figures will tell the story of 
optimism substantiated, or misplaced. 


The Outlook 


An article on the outlook for the 
automobile industry appeared in THE 
MaGazINE OF WALL STREET of De- 
cember 23. In this article, specific com- 
panies were discussed also and certain 
significant trends revealed. The prin- 
cipal conclusions reached were (1) 
though the two-million-odd cars and 
trucks produced in 1933 made it a 
good year compared with 1932, 1934 
reasonably can be expected to be still 
moderately better for the industry as 
a whole, (2) that the so-called cheap 
car is taking a steadily increasing pro- 
portion of the total business and that 
this trend may well become even more 


the expected mechanical im- 
provements, they reveal that 
the industry is going “knee-action” in 
a big way and that more radical 
streamlining is to be offered than ever 
before. While it is by no means im- 
possible that the new front springing 
develops “bugs” of one kind or an- 
other in the hands of the public, the 
likelihood of its success is much less 
uncertain than in the other principal 
development, for the appearance of the 
car is changed little. General Motors 
is counting on the public’s well-known 
conservatism so far as appearances are 
concerned. Chrysler, on the other 
hand, will play safe with its Plymouth 
and Dodge—the new front spring sus- 
pension and no radical body changes— 
while at the same time gambling on the 
public’s acceptance of radical stream- 
lining in the De Soto and Chrysler. 
Ford, of course, is in the low-priced 
field much earlier than usual by the 
simple expedient of doing no more than 
merely refine his 1933-model. This is 
a development to be remembered. 
Nor will Ford going full blast dur- 
ing the first quarter in contrast with 
comparative inactivity during the first 
quarter of 1933 and 1932 be the only 
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thing to intensify competition in the 
low-priced field. Hudson has big plans 
for its Terraplane; Nash is going to 
take the plunge to a lower price class; 
while Auburn is hoping to capture 
business with its low priced “six.” 

Yet, if the outlook is perhaps for 
even more severely competitive condi- 
tions than was the case a month ago, a 
number of uncertainties which were 
then lively problems have now disap- 
peared. For example, the extension 
of the automobile code until 
next September removes the 


prospects for the industry as a whole. 
Though the individual decide that still 
higher prices are justified by the out- 
look, he would probably be well ad- 
vised to avoid an over-extended posi- 
tion. 


Radio and International Telephone 
Turning again to our list of most 


active stocks, Radio Corp. of America 
is found to be the next candidate for 


coming a bigger and better holding 
company of strictly foreign communi- 
cations. 

While all this is conjecture depend. 
ent upon Presidential approval, legis 
lation on the part of Congress, and 
active co-operation on the part of the 
companies concerned, nevertheless it 
could be counted on to stimulate stock 
market activity. And this is what hap 
pened. Let us examine, however, in 
somewhat greater detail the outlook 

for the two companies 
with which we are mos 





fear of greatly increased labor 
costs, and lessens the possi- 
bility of renewed labor 
trouble. Also, we know now 
that the cost of cars for 1934 
will not be so much higher 
than 1933 as to have adverse 
effects on sales. 

This is not to say, however, 
that all is now completely 
clear sailing. Rightly or 
wrongly, automobile execu- 
tives fear some political action 
that would dry up public buy- 
ing. They have no idea of 
what it might be, whether in- 
flationary, or “stabilizationary™ 
action in regard to the cur- 
rency, or some other develop- 
ment now unforeseen, but they 
argue, not illogically, that in 
these times almost anything 
could happen — and it might 
be adverse. 

From a stock market stand- 
point, it is true unfortunately 
that these nebulous fears must 
be given the greater weight 
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concerned. 
For the first nine months of 
this year, Radio reported a net 
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face of it, but less disastrous 
after extenuating circum 
stances have been taken into 
consideration. In the first quar- 
ter, radio was hampered by 
the impending banking mora- 
torium and its eventual actu: 
ality, and the generally poor 
business conditions which then 
prevailed. Following this, the 
company ran into the summer 
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months which are seasonally 
poor, particularly for its 
broadcasting subsidiary and 
the radio manufacturing divi- 
sion. So far the reports of re- 
tail trade for the winter 
months have been very grati 
fying and it is inconceivable 
that the sale of radio sets, 
parts and tubes failed to par 
ticipate. Also, with national 
advertising over the radio be: 








because of the relative high 
prices at which the automobile 
stocks are selling. They are hardly 
cheap on earnings. General Motors 
earned the equivalent of $1.73 a com- 
mon share and Chrysler $2.77 a 
common share for the first nine months 
of last year. Also, a group is said 
to be operating in Chrysler and, 
though it is difficult to find any 
active stock of which the same 
thing is not said, the attitude of 
the Government and the stricter pol- 
icy being followed by the Stock Ex- 
change make such rumors more dis- 
quieting than usual. If it is true that 
Chrysler's activity savors of the artifi- 
cial in contrast to General Motors, for 
example, one could well imagine a 
sharp recession in the higher priced 
stock in the possible event that Ply- 
mouth fails to hold its own, or the 
radically designed Chrysler and De 
Soto fail of pubiic acceptance. 

It is a difficult question to decide 
whether or not individual automobile 
stocks have discounted at current prices 
their share of the admittedly better 
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discussion, and a little further down 
comes International Telephone & Tele- 
graph. Again there is a logical reason 
for the large volume of transactions; it 
is the Government's possible program 
of fostering a series of giant communi- 
cation mergers. Factors contributing to 
the public interest include better win- 
ter sales in the case of Radio, and the 
continued depreciation of the dollar 
which has brought such important 
benefits to International Tel. & Tel. 
The general aspects of the possible 
change in the Government's attitude 
towards communications was covered 
in the previous issue of THE MAGAZINE 
ot WALL STREET. It was suggested 
that liberalization of the anti-trust laws 
and repeal of the White Act—as 
seems to be contemplated—might well 
result in Radio foresaking the com- 
munication field to become virtually an 
amusement company; while I. T. & T. 
would divorce itself of cable, radio and 
telegraphic facilities joining this coun- 
try to others and lend its efforts to be- 


ing carried out on a larger 
scale, the N. B. C. system 
ought to have done better in the 
last quarter of the year. Radio 
Corp., of course, still has between 
sixteen and seventeen million dollars 
invested in the Radio-Keith-Orpheum 
Corp., in receivership, and how long 
it will be before any return fea’ 
sonably can be expected on this large 
investment cannot be known. But 
with theaters and motion picture houses 
reporting a better attendance, the out: 
look is at least improved. Yet, despite 
the improved outlook and a formidably 
strong financial position, the common 
stock of Radio Corp. necessarily must 
continue for some time an out-and: 
out speculation. 

As in the case of Radio Corp., In 
ternational Telephone & Telegraph 
Corp. reported a net loss for the first 
nine months of last year. It was, how: 
ever, small—about $240,000, compared 
with $1,400,000 in the corresponding 
period of 1932—and in the third quar 
ter of the year the company actually 
made a little money after expenses and 


THE MAGAZINE OF WALL STREET 





chargé 
the mi 
wide : 
taken 
uing, 

which 
remit | 
was I 
assets 

cies W 
dollars 
ing at 
showet 
000 as 
view ( 
Admir 
is not 
it seer 
situatic 
little t 


ever, i 
doubte 
substan 
possibil 
tion th 
Union, 
Postal : 
hurt I. 
theory 
of a lia 

The. 
promise 
uncerta 
on busi 
abroad, 
rates be 


From 
Electric 
brings i 
tion co 
have jus 
There 
ever, to 
reason 
gained 
N 


velopme 


cum: 
into 
quar’ 


1 by 


poor 
then 
, the 
nmer 
nally 
r its 
and 
divi- 
f re- 
inter 
srati: 
vable 
sets, 
par’ 
ional 
) be 
urger 
stem 

the 
adio 
ween 
sllars 
eum 
long 
rea’ 
large 
But 
uses 
out’ 
spite 
lably 
ymon 
must 
and’ 


, In 
raph 

first 
how’ 
yared 
\ding 
quar’ 
ually 


; and 
EET 


charges. Two factors contributed ir 
the main to the betterment; the world- 
wide improvement in trade which has 
taken place and appears to be contin- 
ving, and the advantageous rates at 
which the foreign subsidiaries may now 
remit their revenues to this country. It 
was recently stated that net current 
assets held abroad in foreign curren- 
cies when computed into United States 
dollars at the rates of exchange prevail- 
ing at the end of the third quarter 
showed an appreciation of $10,200,- 
000 as compared with January 1. In 
view of the indications given by the 
Administration that dollar stabilization 
is not a thing of the near-term future, 
it seems that this favorable transfer 
situation might well continue for some 
little time. 

As evidence of the improvement ex- 
perienced by I. T. & T., it might be 
noted that the company’s consolidated 
bank loans stood at about $34,500,000 
on December 31, last, compared with 
$40,500,000 at the end of 1932 and 
$44,200,000 at the end of 1931. 
Postal Telegraph & Cable Corp., how- 
ever, is still a sore spot and will un- 
doubtedly finish the year with another 
substantial loss. Yet, because of the 
possibility of more economical opera- 
tion through a merger with Western 
Union, it is probable that control of 
Postal recently has helped rather than 
hurt I. T. & T. marketwise—on the 
theory that the impending elimination 
ofa liability is as good as a profit. 

The stock is not without speculative 
promise, although apart from merger 
uncertainties, its future is dependent 
on business in this country, on business 
broad, and on the currency exchange 
rates between here and there. 


General Electric 


From an activity standpoint, General 
Electric's recent volume of transactions 
brings it between the two communica- 
on companies which 
have just been discussed. 


General Electric posesses to a high de- 
gree the two fundamental character- 
istics which are necessary for stock 
market activity. There are a large 
number of shares outstanding—nearly 
29,000,000 —and these are scattered 
among a myriad of stockholders. In 
the normal course of events more 
shares of this company, than of 
the average company, change hands. 
Moreover, they can change hands 
in volume with very little effect 
upon price. This is what happened in 
the latter part of December, the price 
range being roughly three points, be- 
tween 16l4 and 1914. 

The outlook for the big electrical 
equipment company is nicely balanced 
between pessimism for the heavy end of 
the business, and optimism for the sec- 
tion catering to the purchaser of small 
among a myriad of stockholders. In 
view of the current political attitude 
towards lower rates and higher taxes, 
privately-owned public utilities, having 
for the most part already ample gener- 
ating capacity, are not disposed towards 
plant expansion at the present time. 
Nor is the situation likely to change 
until the political pressure lessens. 
This accounts fully for one poor sec- 
tion of General Electric’s vast and di- 
versified business. 

It may be, however, that the very 
political pressure which is so drastically 
curtailing the purchase of heavy equip- 
ment on the part of privately-owned 
public utilities will be the means of 
stimulating its purchase by publicly- 
owned companies. Voters in a num- 
ber of cities have authorized munici- 
pally-owned plants to compete with 
existing systems. Should this trend 
continue, while it is certainly most un- 
economic, General Electric might be an 
important beneficiary for a while. 

Representing ownership in one of 
the soundest of companies, the com- 
mon stock of General Electric possesses 
a certain long-pull attraction, despite 


obscurities in the future. The issue is 
not, however, cheap on the basis of cur- 
rent earning power, and probably never 
will be—something which makes it at- 
tractive only to those content with a 
small yield on their investment and. 
capable of exercising patience. 


National Distillers 


Activity shown by the stock of Na- 
tional Distillers Products Corp. in the 
closing weeks of the past year is no 
more than a continuation of what had 
been seen for a number of months pre- 
viously. Coming repeal of Prohibition 
and its eventual substantiation, all 
within a short year, naturally could be 
counted upon to stimulate activity in 
the stock of the country’s leading pro- 
ducer of whiskey. 

It was noticeable in the closing 
months of the year, however, that the 
“volume was on the downside.” This 
was brought about partly by the ten- 
dency to conform with the rest of the 
market, partly because the good news 
is out, and partly because of the com- 
plaints against high prices and fear that 
the Government would do something to 
bring them down at the expense of dis- 
tillery profits. 

An appraisal of the stock of Na- 
tional Distillers is difficult to make at 
the present time. In the first place, 
the whole industry is in a state of flux. 
New companies are springing up here, 
there and everywhere, and old-estab- 
lished companies, not previously in the 
business, are now entering it. In the 
second place, the attitude of various 
governmental bodies—Federal, state 
and local — towards taxes, tariffs, 
quotas, licenses and regulations in 
general, is far from being settled. 
In the third place, National Dis- 
tillers has expanded, merged, signed 
sales agreements, obtained agencies and 
revamped its capitalization. No one 
can possibly know what is a reason- 
able estimate of its 
earning power un 








ete appears, how- 
ever, to be no special 
fason for its having 
gained inclusion in the 
No startling de- 
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Among the Most Active Stocks at the 
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der settled conditions 
within and without the 
industry. One can 
say, merely, that the 
company has both the 
facilities for production 
and the brands to give 
it a commanding posi- 
fs tion in the industry at 
2.0 the present time, and 
28 under good manage- 
ment there is no reason 
why this position 
should not be main- 
tained. Even though 
keen competition un- 
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What’s Wrong With the Drug Stocks? 


Fear of New Pure Food and Drug Act 


Drives Even Sound Shares to Unwarranted 


Low Levels — Opportunities Revealed 


NJOYING the fruits of sustained 
demand and earning power in 
common with other industries 

catering to direct and essential public 
demand, the drug industry has fared 
well throughout the depression. Yet 
as the prospect of better days ahead is 
looming hopefully, representative drug 
stocks are not among the favored 
groups. Their late market action clearly 
indicates apprehension and uncertainty. 
The explanation lies in the drastic 
provisions, contained in the so-called 
Tugwell Bill, which was scheduled 
for introduction at the present session 
of Congress. In its present form this 
bill carries more than enough dynamite 
to account for the manifest concern of 
manufacturers and stockholders alike. 
Its scope is so far-reaching and serious 
in its application that it carries a potent 
threat to the food and drug industries. 
In fact, it is so comprehensively drawn 
as to cast no little doubt on its final 
adoption—without considerable modi- 
fication. Therein lie the hopes of the 
food and drug industries. 
Drafted by Professor Rexford Guy 
Tugwell, Assistant 
Secretary of Agricul- 
ture, who is rated as 
one of the most radi- 
cal members of Presi- 
dent Roosevelt's offi- 
cial family, the con- 
text of the Bill reflects 
frankly his (Tug- 
well’s) socialistic 
views. In his zeal 
Professor Tugwell has 
created a_ veritable 
mare’s nest. This is 
unfortunate, for there 
is widespread support 
both within and with- 
out trade circles for 
suitable legislation 
which would modern- 
ize the Pure Food and 
Drug Act of 1906. 
Not only the consum- 
ing public and the 
medical profession de- 
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By Epwin A. Barnes 


sire reform in the shape of relief from 
excessive prices for some proprietary 
products and extravagant claims for 
their curative and health conserving 
powers, but many of the reliable manu- 
facturers of foods and drugs themselves 
concede that it is in their own best in- 
terests to have the abuses of misleading 
advertising and other forms of mis- 
representation curbed. They also 
would like to see suitable punishment 
meted out to fly-by-night exploiters of 
harmful and spurious products. In 
other words, it is not the spirit of the 
Tugwell Bill to which there is objec- 
tion but to the severity of its provi- 
sions and phraseology in which it is 
couched. The contention of manufac- 
turers is that the so-called safeguards of 
public welfare go far beyond what is 
necessary to insure fairness and pro- 
tection, to the consumer. 

Considerable space would be re- 
quired to discuss fully the many sec- 
tions and ramifications of the Tugwell 
Bill, but it is not necessary to do so in 
order that the reader may judge for 
himself whether it is a just and desir- 


Making Adrenalin in a Parke, Davis Plant 


The salient 
should 


able piece of legislation. 
features mentioned herewith 
suffice. 

It is the purpose of the Tugwell Bill 
to regulate strictly the seller of food 
and drug products. The responsibilities 
and restrictions which it will impose 
upon manufacturers are not unlike 
those imposed upon sellers of securities 
and embodied in the Securities Act— 
and likewise may inflict unnecessarily 
a serious burden on a number of im: 
portant industries. One of the prin- 
cipal objections raised by opponents of 
the Bill is against its inclusive charac- 
ter in covering too many fields not 
strictly related. It would encompass 
within its scope not only food and 
drugs but cosmetics, publishing, adver- 
tising and radio as well. The wide 
diversity of interests and problems 
represented by these several industries 
would seem to make it well nigh im 
possible to avoid placing an unfair bur 
den on one or more by a single piece 
of regulatory legislation. Opponents, 
therefore, contend that the more desir- 
able approach to the problem would be 

in the form of several 
bills which would in- 
corporate suitable pro- 
visions for food in 
one, drugs and cos 
metics in another, 
and regulation of 
food and drug adver 
tising in still another. 

As the Bill pertains 
to drugs specifically, 
it is designed, accord: 
ing to the Food and 
Drug Administration, 
to accomplish the fol- 
lowing: 

‘*1. Jurisdiction 
over false advertising. 
Many food and drugs 
bear no false state 
ments on their pack: 
ages, but their adver’ 
tising is blatantly de 
ceptive. . 

“2. Inclusion of 
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cosmetics. The health of many per- 
sons is impaired by poisonous cosmetics. 
_,, The present law has no jurisdiction 
over cosmetics... 

“3. Provisions for more adequate 
control of false curative claims for 
drugs... 

“4. Fully informative labeling of 
foods and drugs required... 

“5. More adequate penalties .. . 

Surely on the surface these purposes 
are laudable and desirable. Based on 
such a superficial resume of the Tug- 
well Bill, it has enlisted the support of 
many people. The objections and pro- 
tests, however, arise 


of the Bill relating to advertising are 
likewise broad and indefinite to the 
point of ambiguity. These are only a 
few instances. There are numerous 
others. 

As the Bill stands, many manufac- 
turers affected by it have refrained 
from voicing their objections, an atti- 
tude doubtless born of discretion and 
the fear of possible vindicative discrim- 
ination against them should the Bill 
become law. Willing to support the 
fundamental purposes of the bill, they 
still decry the wisdom of attempting to 
use a steam shovel to weed a grass 


Neither of these events constitutes 
any real threat to the prestige and 
products of established manufacturers. 
Legitimate proprietary medicines and 
home remedies unquestionably render 
real service and their public demand 
may be expected to maintain a high 
degree of constancy with corresponding 
benefits to producers. The present, 
therefore, would seem to offer an op- 
portunity to acquire representative drug 
stocks at levels which currently dis- 
count conditions that may never mater- 
ialize. Stated otherwise, selected drug 
stocks now offer to the investor earn- 

ing power and divi- 





dends at something 





from sources more 
thoroughly acquaint- 
ed with the bill and 
are directed toward 
its specific wording. 
The contention is 
made that it is so 
broadly conceived 
that the actual power 
and authority created 
are greatly in excess 
of that required to 
fulfill the Bill’s stated 
purposes. Opponents 
are just distrustful 
of bureaucratic ad- 
ministration of great 
powers. They point 
out that dictatorial 
powers are conferred 








American Home Products... 


* Plus extras. d Deficit. 


Earnings Record of the Drug Industry 


Recent Present 
Quota- 
tion 


Earnings Per Share 
19381 1932 1933 
(est.) 


3.25 
3.00 
3.00 
1.80 
def. 
5.75 
1.50 
1.30 
0.10 
5.50 
def. 
2.75 
2.04(a) 
0.55 


1930 


5.49 3.93 
8.49 
5.08 
3.04 

2,43 
6.02 
1.20 
3.00 

d0.13 
5.33 
0.16 
3.74 
1.74 
0.69 


5.52 
3.69 
8.23 
3.59 
0.24 
7.66 
1.46 
3.81 
d0.03 
6.59 
1.81 
2.89 
2.05 
1.14 


(a) Actual earnings—year ended Sept. 30. 


less than a normal 
and justifiable ratio to 
market quotations. 
Several such issues are 
discussed in the fol- 
lowing paragraphs. 


Div. 


27 2.40 
28 2.00* 
24 3.00 
17 2.00 
6 None 
48 3.00 
23 1.00* 
20 1.00 


Sterling Products 


Sterling Products, a 
former unit of Drug, 
Inc., is the largest 
manufacturer of medi- 
cines and pharmaceu- 
tical preparations in 
the country. Some of 
the more familiar of 
the company’s prod- 
uctsare Fletcher’sCas- 
toria; Aspirin; Casca- 


6 ates 
53 3.80 
12 None 
26 2.00* 
18 1.00 
6 None 














upon the Secretary of 
Agriculture — which 
inthis case would mean duly appointed 
assistants. Further, secret and valuable 
formulae would be disclosed; restric- 
tions on advertising would be unduly 
severe; and the means are provided for 
the creation of a large political field 
staff of inspectors and supervisors, the 
expense of which must be footed by 
manufacturers. Should the Bill, in its 
present form, be administered strictly 
to the letter these contentions would 
undoubtedly be borne out. 

Another target which has drawn 
heavy fire from opponents is the am- 
biguous phrasing of the Bill and not 
a few bulls-eyes have been scored in 
the form of actual citations. For ex- 
ample, the Bill defines cosmetics as “all 
wubstances and preparations for clean- 
ing, or altering the appearance of, or 
Promoting the attractiveness of, the 
person.” The ambiguity of this state- 
ment is obvious. Literally taken, it 
would include many products to which 
he term cosmetic is hardly applicable. 
Similarly, the definition of drugs, “all 
rs ances and preparations, other than 
vod, and all devices intended to affect 
he structure or function of the body 
man or other animals” might well 
apply to such articles as eye-glasses, 
‘orsets and dog muzzles. The sections 
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plot. Sufficient publicity will be di- 
rected, in all probability, upon the more 
undesirable features of the Bill to pre- 
vent its passage in Congress in its origi- 
nal form. Reliable reports from Wash- 
ington cast doubt upon the willingness 
of Congress to enact the Bill as it now 
stands unless it is especially desired by 
President Roosevelt. 

Such inference may be drawn from 
the action of Senator Copeland and 
Representative Black who have both in- 
troduced bills which, although not pre- 
cisely the same, are a considerable modi- 
fication of the original Tugwell Bill 
while still preserving the intents and 
purposes of the latter. Mr. Copeland 
states that his bill has omitted all infer- 
ence and ambiguity and carries no 
sweeping provision requiring the com- 
plete disclosure of secret formulae. Mr. 
Black describes his bill as modernizing 
the Food and Drugs Act of 1906 in 
such a manner as to bring about the 
needed changes which, in his opinion 
are generally recognized. What now 
seems likely is that the present evils in 
the food and drug industries will be 
legislated out of existence by suitable 
amendments to the present law or 
through considerable revamping and 
modification of the Tugwell Bill. 


rets; Phillip’s Milk of 
Magnesia; Danderine; and Diamond 
Dyes. ‘There are numerous others. 
Most of the company’s products have 
been on the market for some time and 
are extensively advertised in news- 
papers, magazines and on the radio. 
The extent to which they have met 
with public favor is well reflected in 
the company’s record of earnings. 
After many other companies had ex- 
perienced a noticeable falling off in 
earnings, Sterling Products rolled up 
record profits in 1931. In that year 
profits were equal to $6.59 a share on 
1,750,700 shares of capital stock. In 
the following year, profits were main- 
tained at $5.34 a share and it is prob- 
able that last year’s results were moder- 
ately better. This evidence of earning 
power would be impressive even in 
more prosperous times. 

Financial pasition of the company is 
equally impressive. On May.31, 1933, 
current assets totalled nearly $28,000,- 
000 or about two-thirds of total assets. 
There are no bonds or bank loans and 
cash and marketable securities were 
more than 11 times current liabilities. 
Dividends are being paid at the rate 
of $3.80 annually and at recent quota- 
tions around 50 the shares return a 
yield of over 7.5%. Confronted with 
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the evidence of the company’s past 
record, it is to be doubted that the 
popularity of its products will be placed 
in serious jeopardy by the passage of 
the Tugwell Bill even if unmodified. 


Mead, Johnson & Co. 


Like Sterling Products, Mead, John- 
son & Co., has weathered the depres- 
sion in a most convincing fashion. In 
the three years, 1930, 1931, and 1932 
earnings applicable to the capital stock 
were $9.51, $7.66 and $6.02, respec- 
tively. The 1933 report, not available 
as this is being written, will prob- 
ably disclose profits 
of around $5.75 a 
share. While a down- 
ward trend has been 
in evidence, the de- 
cline has not reached 
serious proportions 
and both sales and 
earnings should re- 
spond early to any in- 
crease in public pur- 
chasing power. 

The company is a 
leading manufacturer 
of infant dietary and 
medicinal specialties. 
These products meet 
with lower-cost com- 
petition but over a 
long period of time 
the company has 
painstakingly built up 
a reputation for high 
quality and has a val- 
uable asset in the form 
of the good will of 
physicians, through which medium 
many of its products reach the public. 
Asa subsidiary effort, the company pro- 
duces powdered brewers’ yeast, sales of 
which have doubtless gained with the 
legalization of beer. The balance sheet 
published last June revealed a sound fi- 
nancial position, with cash alone more 
than sufficient to take care of all cur- 
rent liabilities. Preceding the 165,000 
shares of common stock are 170,000 
shares of preferred stock, par $10, the 
former paying $3 annually in dividends 
and the latter 70 cents. In the past 
dividends or the common were aug: 
mented by extras, although no extras 
were paid last year. Listed on the New 
York Curb, and selling around 45, the 
shares offer a yield of over 6%, well 
supported by earnings. 


Parke, Davis & Co. 


Parke, Davis & Co., for nearly sev- 
enty years, has been a prominent fac- 
tor in the drug industry. Although 
some of the company’s products are 
distributed to the public through the 
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regular retail channels, the great bulk 
of them are employed by hospitals and 
physicians and druggists in the com- 
pounding of prescriptions. Quality 
has long been the hallmark of Parke, 
Davis drugs, and this factor of depend- 
ability has doubtless contributed sub- 
stantially to the brilliant earnings rec- 
ord. 

While stability rather than unusual 
growth has been characteristic of earn- 
ings, the investment worth of this con- 
dition is pretty apparent. Dividends 
have been paid without interruption 
since the initial disbursement in 1878 
and regular payments have been aug- 





Interior of a Modern Drug Store 


mented frequently by extras, both cash 
and stock. Since 1927, when five new 
shares of stock were issued for each 
share of old, there has been relatively 
little variation in earnings—the high 
of $1.76 a share in 1929 and the low 
of $1.20 in 1932 are the extremes of 
fluctuation during that period. There 
are no-bonds and there is only one 
class of stock, outstanding in the 
amount of nearly 5,000,000 shares. 
The company has branches in most 
of the leading countries of the world 
and the foreign business accounts for a 
goodly portion of total sales. With the 
depreciation of the dollar, profits on 
foreign sales were larger last year and 
will be further enlarged by improved 
domestic business. It is therefore prob- 
able that the 1933 report will show 
earnings approximating $1:50 a share 
for the stock. Regular quarterly divi- 
dends of 25 cents a share were main- 
tained throughout the past year, and 
late in December an extra of 10 cents 
was declared. Advertising costs are 
not a large item in the company’s oper- 
ations, and while financial position is 
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all that might be desired, there is less 
need for the retention of large cash re- 
sources. Consequently, stockholders 
may look forward to additional extra 
dividends as improvement progresses, 
At 23, the shares return a fair yield 
and have sufficient investment status 
to appeal to the conservative investor 
to whom the factor of price apprecia- 
tion is a subordinate consideration. 


Walgreen Co. 


Walgreen Co. engages both in the 
manufacture and retail sale of drug 
products, with the latter branch of its 
activities being the 
dominant one. A 
chain of retail stores 
numbering 471 units 
is operated in various 
large cities of the 
country, and the pres 
ent organization is 
the outgrowth of a 
single store acquired 
in 1902 by Charles 
R. Walgreen. The 
greatest expansion in 
the scope of the com- 
pany’s activities oc- 
curred in the years 
subsequent to 1916, 
but apparently the 
founder gained valu- 
able experience in 
earlier years before 
undertaking more am- 
bitious projects, for 
the company has been 
singularly _ successful 
in avoiding the mis- 
takes which have brought serious 
difficulties to other chains. The type 
of store characteristic of the Wal: 
green chain is the modern drug store 
dealing not only in drugs, proprietary 
medicines and prescriptions, but many 
quick-selling specialties and providing 
luncheonette and fountain _ service. 
Manufacturing facilities include a 
plant for the production of cosmetics 
and pharmaceuticals and plants for the 
manufacture of ice cream, baking, 
candy making and coffee roasting. 

Dividends on the present common 
stock were inaugurated little over a 
year ago at the rate of $1 annually, a 
conservative proportion of profits real- 
ized in the 1932 and 1933 fiscal years. 
For the year ended September 30, 
1933, earnings were equivalent to $2.04 
a share on 759,405 shares of common 
stock after allowing for all write-offs, 
taxes and preferred dividends. In the 
1932 fiscal year profits were equal to 
$1.74 a share. Sales in recent months 
have shown a marked gain over those 
for the same months of the preceding 

(Please turn to page 370) 
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the Pulse of Business 


— Steel Industry Hopeful 


with bright prospects 

for business better- 
ment, after perhaps a few 
weeks of marking time while 
the prospects for legislation 
by Congress are being clari- 
fed. Comparisons during 
the first three months will make an especially favorable 
showing; because conditions were at their worst last year 
during the first quarter. Some inkling of this has already 
become apparent in reports for the closing weeks of the 
old year and the opening weeks of the new. The latest 
point just entered on our New Orders Graph, for example, 
shows moderate improvement over the preceding month, 
thereby pointing to incipient revival in the heavy goods in- 
dustries of which this graph is chiefly representative. In 
construction, the incoming tide of Government expendi- 
tures is especially noticeable, with contracts awarded in 
December mounting to over three times the total for that 
month of 1932. Meanwhile the index of Business Activity 
has continued its slow ascent, right up to the closing week 
of the old year—thanks largely to unseasonably large ac- 
tivity at the steel mills and in car loadings; though electric 
power output and check payments also took a decided spurt. 
In agriculture the past year was one of marked improve- 
ment. The A A A, in partnership with Nature, brought 
about an 18% reduction in our principal crops with a re- 
sultant rise in prices which made their aggregate market 
value 42% higher than in 1932 without counting benefits 
from the processing taxes. With the bonuses, receipts of 
crop growers last year must have been at least a billion and 


7 3 new year opens 


— Copper Code Lags 

— Oil Output Lower 

— Cigarette Profits Restored 
— Motor Outlook Promising 


a half dollars more than in 
1932. Labor also has much 
cause for thanksgiving over 
the improvement. Including 
those who have been given 
temporary employment by 
the C W A and CCC, we 
find that over half of the 
13.7 millions who were idle last March are now back at 
work. In many instances the wages, to be sure, are not 
very large but, in the aggregate, over five billion dollars 
have thereby been added to urban spending power. The 
stimulating effect of larger incomes received by both of these 
large sections of our population is already being reflected in 
rising retail sales. This is especially noticeable among the 
chain stores which carry low-priced necessities of life, where 
sales in December exceeded the same month in 1932 by 
15%. 

The International Labor Office at Geneva reports that 
twenty countries had less unemployment during the final 
quarter of 1933 than for the corresponding period of 1932, 
with gains in our own country being the,most conspicuous. 
This is in keeping with the world-wide character of the 
present business recovery and, along with the temporary 
stimulus of our depreciated dollar, helps to explain the ris- 
ing value of our excess exports which came to $56,000,000 
in November, the largest of any month since January, 1931. 

Both the financial outlook and business prospects have 
been cleared decisively by the President’s budget message 
to Congress. Six billions of new funds and four billions 
for refunding is a large sum to raise in the short space of 
six months; but the present low Cost of Business Credit and 
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the failure of stock and bond prices to decline materially 
since the announcement would seem to indicate that the 
Government will be able to place this huge bond issue at 
comparatively moderate coupon rates without greatly un- 
dermining the market- values of outstanding issues. What- 
ever adverse effect upon business sentiment may have been 
caused by the presentation of a 10-billion-dollar bill for 
the cost of lifting the country out of the depression appears 
to have been more than offset by the reassurance that the 
President has set a definite limit to our extraordinary 
expenditures and thereby practically guaranteed that there 
will be no resort to fiat money. Moreover, while the Gov- 
ernment’s debt by the end of June, 1935, will be five billions 
higher than the post war peak in 1919, it will be offset in 
part by over five billions of collateral and, on a per capita 
basis, will be approximately the same as the war debt. 


The Trend of Major Industries 


STEEL—tThe country’s steel mills operated at an aver- 
age of 34% of capacity last year, compared with only 20% 
in 1932. Steel ingot production totaled nearly 23,000,000 
tons, an increase of 72% over 1932, compared with an 
increase of only 31% for the world as a whole. Output in 
the United States led other nations with 35% of the total. 
Of the domestic steel output the automobile industry took 
19%, containers 13.5%, the building industry 11.5%, the 
railroads only 8%, road building, 4.5%, and exports 3%. 
Miscellaneous requirements accounted for the remaining 
40%. The opening fortnight has witnessed a continuation 
of the gradual uptrend in operating rate which was noted 
in December, and the trades expects the industry to reach 
60% by the end of the first quarter, in filling demands 
from the railroads, automobile industry, and Government 
construction, along with expansion in the consumption of 
miscellaneous products. 


METALS—Copper producers are still having difficulty 
in agreeing with the customs smelters on a code for the 
industry, and the domestic price for the red metal has 
sagged to 8 cents. Lead, under the weight of rising stocks, 
has receded to 3.9 cents at St. Louis; though zinc still holds 
at 4.25 cents despite local overproduction at Joplin, Mo., in 
consequence of viola- 


PETROLEUM—The officially reported output of petro- 
leum (which does not include “hot oil”) has dropped with- 
in the past fortnight to a point well below the first quar- 
ter’s Federal allowable of 2,183,000 barrels daily; though 
Texas and California are still exceeding their quotas. Cold 
weather, however, has so increased the call for fuel oil 
that gasoline is being produced in excess of current re- 
quirements, and service station prices have been reduced 
a cent or more East of the Rockies, following the lead of 
California. 


AUTOMOBILES—Production of automobiles in the 
U. S. and Canada last year came to over two million units, 
which was 48% more than in 1932. It is estimated that 
cars now in service are reaching the junking age at twice 
this rate annually; so that replacement demand alone will 
bring much better times to producers as general business 
conditions improve. Profits of leading car manufacturers 
should pick up even faster than unit sales; since the new 
higher prices are probably more than sufficient to cover 
dearer material and heavier payroll costs under the codes. 
It is indicative of a large deferred replacement demand 
that the number of cars in service in the United States 
(23,700,000) at the end of last year was 1.7% less than 
in 1932, and 11% below the peak year, 1930. The im- 
portance to our general economic welfare of the expected 
improvement in this industry may be inferred from the 
estimate that, in 1933, automobile production, parts, gaso- 
line and oil, and road construction, contributed nearly 
$6,000,000,000 to our national income. 


TOBACCO—Beginning January 9, wholesale prices of 
the four leading brands of cigarettes were raised 60 cents, 
to $6.10 per M, less the usual discounts of 10% and 2%. 
This means increased profits of $58,000,000 to the “Big 
Four” producers, on last year’s aggregate output of 110, 
000,000,000 cigarettes. 


Conclusion 


Business prospects, at least for the first quarter of the 
new year, have been greatly improved by the mild charac 
ter of the holiday recession, and by decided strengthening 
of the banking struc: 
ture with concurrent 





tion of the December 
mine shut-down agree- 
ments. “Silver, after 
spurting a few cents up 
to 46 cents upon an- 
nouncement of the 
Government's silver 
purchase plans, has 
slipped back to 433%. 
Barring further depre- 
ciation in the dollar, 
there seems to be little 
prospect of any mate- 
rial rise in the world 


abatement of the dan- 
ger of fiat money infla- 
tion. Uncertainties as 
to .the character of 
forthcoming legislation 
to regulate speculation 
may cause temporary 
dullness in the markets 
for stocks and commo- 
dities in the face of a 
rising business trend. 
But the spending of six 
billions on public works 
is certain to enliven ac: 
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goods industries. It is 
thus quite possible that 
the year, 1934, will 
witness the emergence 
of long term private 
credit from its hiding 


eign currencies. The 
statistical position of 
tin continues to show 
improvement. 





places and so usher in 
a period of sound re 
covery and normal ex: 
pansion. 
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The Magazine of Wall Street’s Indicators 


Business Indexes Common Stock Price Index 


1933 Indexes 1984 Indexes 
————. Number “ 
High Low Close of Issues i Low Jan.1 Jan. 6 Jan.13 


71.3 22.7 52.9 312 COMBINED AVERAGE R 61.9 652.9 51.9 
(1925 Close—100) 
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The Magazine of Wall Street’s 


Common Stock Price Index 


ITH this issue THE MacazinE 
WW, oF WALL StREET’s Common 

Stock Price Index enters 
upon its ninth year. This Index is de- 
signed to record the important price 
movements of industrial group aver- 
ages and of the market as a whole. 
It does not reflect the minor, day-to- 
day, fluctuations; but only the broad- 
er movements, trends which are of 
significance to the investor. It pre- 
sents a broader and more comprehen- 
sive view of the 


Eighth Annual Revision 


business conditions has necessitated the 
addition of 44 active issues to last year’s 
list, so that the 1934 Index will be 
composed of 312 stocks, compared with 
only 280 throughout 1933. This 
marks the first expansion in the Index 
since 1930 and may be counted among 
the more hopeful auguries of the 
future. 

Periodic revisions in the number, 
character, and grouping of issues in- 
cluded in the list are essential to 


keep the Index abreast with evolution: 
ary changes in industry as mirrored in 
the stock market. During a protracted 
period of rising prosperity, such as was 
experienced with but slight interrup- 
tion between 1925 and 1930, a number 
of ephemeral producers spring into the 
speculative lime-light, and their stocks, 
by sheer force of activity, have to be in- 
cluded in the Price Index if it is to re- 
main representative of the market asa 
whole as it exists during the boom 
phase. Many of 
these companies, 








market and its 
component cross 
currents than 
any index which 
is based upon 
a small number 
of leading stocks, 
or any index 
(even though 
composed of a 
large number of 
stocks) weighted 
by the number 
of shares out- 
standing; since 
the latter method 


Group 


Amusement..... 


Automobiles 


of computing an Bottles & Corks (’82—100) 


Business Machines 


index is tanta- 
mount to empha- 
sizing the price 
movements of a 
limited group of 
stocks. 

In revising the 
list of stocks to 
be included in 
the 1934 Index, 
only 12 issues 
have had to be 
dropped from 
last year’s 
tabulation due to 
mergers or 
bankruptcy, or 
through lack of 
public interest as 
reflected in a 
shrunken volume 
of transactions. 
On the other 
hand, a_ rising 
volume of sales 
accompanying the 
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Secular Progress of Group Indexes 


Yearly Closing Indexes 
(1925 Cl.—100, unless otherwise stated) 
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however, are high 
cost producers 
or supply non 
essentials which 
go begging in 
times of major 
business depres’ 
sion. In conse 
quence of this 
their earnings fall 
off and many pass 
into receivership; 
so that their 
stocks fall into 
disfavor among 
traders and in: 
vestors during 
the progress of a 
major bear mar’ 
ket, such as we 
passed through 
between 1929 
and 1932. Hence 
they must be re 
moved from a 
price index de’ 
signed to present 
a true cross sec’ 
tion of the gen 
eral price move: 
ment in active 
stocks. This ex 
plains why the 
Index expanded 
from 238 compo 
nent issues in 
1926, the year 
when it was first 
presented to our 
readers, to & 
maximum num 
ber of 428 in 
1930, and theo 
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contracted to 280 last year. Roughly 
speaking, it will be observed that the 
number of stocks of which the Index 
is composed rises and falls with the 
total volume of transactions on the New 
York Stock Exchange; but with a one- 
year time lag, arising from the cir- 
cumstance that the Index is revised 
only once a year. 

It will be recalled that judgment 
plays no part in selecting the issues in- 
cluded in our Price Index. The choice 
is guided by the purely mechanical rule 
that common stocks in which transac- 
tions amounted to 500,000 shares or 
more during the preceding calendar 
year are automatically added to the 
list, and dropped after the annual 
transactions fall below 100,000 shares. 
An experience of eight years in com- 
puting the Index has amply confirmed 
the wisdom of this procedure; for it has 
served throughout this period to keep 
the Index highly representative of the 
market as a whole, and has at all times 
caused it to cover at least 90% of the 
total volume of transactions in all listed 
common stocks. 


Group Changes 


Industrial developments during the 
past year, along with much shifting of 
the focus of interest on the part of 
traders and investors, have been re- 
sponsible for an unusual number of 
changes in the grouping of this year’s 
component issues. That the 1934 In- 
dex should include a Liquor group, and 
another for Bottles and Corks, is self- 
evident in view of the heightened pub- 
lic interest in these industries at the 
Present time. Since, for Price Index 
purposes, these are both essentially new 
industries, conducted to a considerable 
extent by new companies, we have been 
obliged to refer these group indexes to 
1932 closing prices as 100, instead 
of to the 1925 base used in computing 
most of the other group indexes. We 
have also restored the Shipbuilding 
group, which was omitted last year, 

use of the prospects of revival in 
that industry. In order to make place 
for these additional groups, we have 
relegated two hitherto published 
gtoups—Coal, Furniture, and Restau- 
fants—to that section of the Index 
which is usually mentioned only in the 
annual tabulation of yearly closings 
such as accompanies the present article. 
Meat Packing, on the other hand, 
which was computed last year, but not 
published, will appear this year among 
the published groups, having been aug: 
nented by a third component, Wilson 

Co., in which the transactions last 
year exceeded 500,000. 

National Distillers has been removed 

(Please turn to page 368) 
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1934 Grouping of the 312 Component Issues 
A. Groups Published Regularly 


5—AGRICULTURAL 
IMPLEMENTS 
Case 


Deere 

Int. Harvester 

Minn-Mol Pr. Imp. 

Oliver Farm Equip. 
5—AMUSEMENT 

Fox Film “A” 


14—AUTOMOBILE 
_ ACCESSORIES 


Bohn 


Briggs 
Budd Mfg. 
Budd ‘Wheel 


13—AUTOMOBILES 
Auburn ° 
ler 
— 
Hudson 
Hup; 
M 
Nash 
Peerless 


Studebaker 

Yellow Truck 
5—AVIATION 

Aviation Corp. 

Curtiss-Wright 

Douglas Aircraft 

No. Am. Aviation 

United Aircraft 
4—BAKING 

Cont. Baking “B’ 

Gen. Baking 

“— 


5—BUSINESS 
MACHINES 


Int. Bus. Machs. 

Nat. Cash “A” 

Rem.-Rand 

Underwood 
2—CANS 

Am. Can 

Cont. Can 


8—CHEMICALS 
Allied 
Am. Com. Ale. 
Com. Solvents 
duPont 
Liquid 
Mathieson 
Union C. & O. 
U. 8. Ind. Alcohol 


16—CONSTRUCTION 
An. Mock te Fodry, 
Am. Radiator , 
Byers 
Foster Wheeler 


Int. Cement 
Johns-Manville 
_ Elevator 








6—COPPER 
Anaconda 
Cal. & Hecla 
Granby 
Inspiration 
Kennecott 
Phelps-Dodge 
2—DAIRY PRODUCTS 
Borden 
Nat. Dairy 
8—DEPARTMENT 
STORES 
Ass. Dry Goods 


Best 
City Stores 
Hahn 


Macy 
Marshall Field 
May 
Penney 
9—DRUGS & TOILET 
ARTICLES 


Am. Home Prods. 
Cot 


Lehn & Fink 
McKesson & Robbins 
United Drug 
Zonite 
4—ELECTRIC 
APPARATUS 
Allis-Chalmers 
Elec. Storage Bat. 
Gen. Elec. 
Westinghouse E. & M. 
2—FINANCE 
COMPANIES 
Commercial Credit 
Com. Inv. Trust 
5—FOOD BRANDS 
Calif. Packing 
en. 
Gold Dust 
Loft 
Stand. Brands 
4—FOOD STORES 
First Nat. 
Kroger 
Nat. Tea 
Safeway 
3—GOLD MINING 
Alaska Juneau 
Dome Mines | 
McIntyre Porcupine 
6—HOUSEHOLD 
EQUIPMENT 
Colgate-Palm. Peet 
Diamond Match 


6—INVESTMENT 
TRUSTS 

Adams Express 
Am. International 
Gen. Pub. Service 
Lehman 
Transamerica 
Tri-Continental 


Schenley Distillers 
2—MAIL ORDER 
Montgomery _ 
uc 


3—MEAT PACKING 
Armour, Ill. “B” 


Wilson 
11—METAL MINING & 
SMELTIN 


Barnsdal! 
Cons. Oil 
Cont. Qil (Del.) 
Houston (New) 


Mid-Cont. 
Ohio. 





Pure 

Royal Dutch 
Seaboard Oil 
Shell Union 


Tidewater-Ass. 
Union Oil of Calif. 


3—PHONOGRAPHS & 
RADIO 


Elec. & Mus. Inst. 
Radio Corp. 
Sparks-Withington 
20—PUBLIC UTILITIES 
Am. & For. Power 
Am. Power & Lt. 
Am. W. W. & Elec. 
Bklyn. Union Gas 
Columbia G. & E. 
Com. & Southern 


4 ¥d 
Elec. Pr. & Lt. 
Int. Hyd. Elec. “A” 
Louisville G. & E. “A” 
Nat. Pr. & Lt. 
North American 


mp. 
Util. Pr. & Lt. “A” 

8—RAILROAD 

EQUIPMENT 

Am. Car & Fndry. 
Am. Loco. 

Am. Stl. Fndries 

Baldwin Loco. 

Gen. Am. Trans. 

Gen. Ry. Signal 

Pullman 

West. Air Brake 


30—RAILROADS 
Atchison 

Atlantic Coast Line 

B. & O. 

Canadian Pacific 

Cc. & O. 

Chic. Gt. West. 

Chic., Mil., St. P. & Pe. 

Chie. & N. W. 

Chic., R. I. & Pac. 

D. & H. 

D., L. & W. 


Erie 

Gt. Nor. Pfd. 
Ill. Central 
Lenign Valley 
L. & N. 
M.-K.-T. 
Mo. Pac. 


2—CARBON & 
NATURAL GAS 


Columbian Carbon 
United Carbon 


2—COAL 
Phila. & Rdg. C. & I. 
United Elec. Coal 
2—FURNITURE & 
FLOOR COVERING 
Congoleum 
Simmons 
3—REALTY 
Gen. Realty 





N. Y. Investors 
8. Realty 








N. Y. Central 

N. Y., N. H. & H. 
N. Y., Ont. & West. 
Northern Pac. 
Pennsylvania 

St. Louis-San Fran. 
Seaboard Air Line 
So. Pac. 

So. Ry. 

Union Pacific 


Western Md. 
3—SHIPBUILDING 

Elec. Boat 

N. Y. Shipbldg. 

Sperry Corp. 
2—SOFT DRINKS 

Canada Dry 

Coca-Cola 

11—STEEL & IRON 


Am. Rolling Mill 
Beth. Steel 

Colo. Fuel & Iron 
Ludlum 
McKeesport 

Nat. Steel 

Otis Steel 
Republic 


Truscon 

U. 8. Steel 

Youngstown Sheet & 
Tube 


5—SUGAR 
Am. Beet Sugar 
Am. Sugar Ref. 
Cuban-Am. Sugar 
Great Western 
So. Porto Rico 
2—SULPHUR 


Freeport Texas 

Texas Gulf 
3—TELEPHONE & 

TELEGRAPH 

Am. Tel. & Tel. 

Int. Tel. & Tel. 

Western Union 
8—TEXTILES 

Am. Woolen 

Belding-Heminway 

Celanese 

Cons. Textile 


Gotham 
Industrial Rayon 


Kayser 
Real Silk 


5—TIRE & RUBBER 
Firestone 
ich 
Goodyear 
Kelly-Springfield 
U. 8. Rubber 


4—TOBACCO 


Reynolds “B” 
3—TRACTION 

B. M. T. 

5. o 

Man. Mod. Gtd. 
3—VARIETY STORES 

Kresge (S. 8.) 


McClellan Strs. 
Woolworth 


B. Groups Not Published 
Regularly 


2—RESTAURANTS 
Shattuck 
Waldorf 
2—SYRUPS 
Corn Products 
Penick & Ford 


10—UNCLASSIFIED 


Am. Ice 

Collins & Aikman 
Cent. Insuranee 
Eastman Kodak 
Eitingon-Schild 
Glidden 


Tex. Pac. Land Trust 
United Fruit 



































Profits from Automobile Bodies 


The relatively high rate of activity 
in the automobile business last year 
brought substantial benefits to the 
makers of accessories, particularly 
those catering to cars in the low-priced 
field. Briggs Manufacturing, for exam- 
ple, earned 45 cents a common share 
in the first nine months, compared with 
a net loss of more than $1,000,000 
sustained in the corresponding period 
of 1932. The company has just paid 
a dividend of 25 cents a share and, 
should Ford and Plymouth sales pro- 
ceed as they are expected to do in 
1934, there is reason to believe that 
stockholders should do even better be- 
fore long. 


* * * 


Lehman Corp. 


Investment trusts have begun to 
make their annual reports for 1933, 
giving income, capital gains and losses, 
list of holdings, and liquidating values. 
One continues to be struck by the 
large discount under liquidating value 
at which the stocks of these companies 
are selling in the open market. Leh- 
man Corp., for example, had a liquidat- 
ing value of $80.51 a common share’ at 
the end of last year, whereas the stock 
could be bought for about $66 a share. 
Despite the continued unpopularity of 
investment trusts as a whole, such a 
discount for a mere dislike hardly ap- 
pears justified. 


* * * 


Cigarette Prices Rise 


At last the much talked about, and 
long delayed, increase in the wholesale 
price of cigarettes has taken place. The 
big four in the cigarette business, 
American Tobacco, R. J. Reynolds, 
Liggett & Myers and Lorillard are now 
quoting $6.10 a thousand, compared 
with $5.50 which prevailed since 
February, 1933. Allowing for the usual 
discounts, the recent increase will make 
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For Profit 
and Income 


a difference of about 53 cents a thou- 
sand in gross revenues. While it means 
that the public will pay at the annual 
rate of some $58,000,000 more for its 
cigarettes, it does not mean that the 
companies are making this levy with- 
out giving anything in return for it. 
Manufacturing costs are up appreci- 
ably and the agreement as to the pur- 
chase of tobacco has raised the price of 
raw material very considerably. Never- 
theless, despite the higher costs, the 
increase in the price of cigarettes is a 
development which undoubtedly has 
brightened the outlook for the securi- 
ties of the manufacturers concerned. 


* * 


Semi-Government Bonds 


The Home Loan Bank bonds and 
the bonds of the Farm Credit Adminis- 
tration today are guaranteed as to in- 
terest, but not as to principal, by the 
Federal Government. A move is now 
on foot to have the principal guaran- 
teed as well. It would seem that no 
valid objection could be raised to 
the proposal. Speaking specifically of 
the Farm Credit Administration's 
bonds President Roosevelt stated the 
other day that they already amounted 
to a moral obligation of the Govern- 
ment. ‘This is true, of course, and if 
an actual guarantee as to principal is 
going to make these bonds more accept- 
able, more marketable, and better able 
to fulfill their object, then let us have 
it by all means. In view of the out- 
look, and despite the fact that there 
has been a substantial rise in price, 
many investors will still find that this 
field is preferable from the standpoint 
of a greater yield than the ordinary 
run of Government obligations. 


* * * 


Silver Repercussions 


When the President proclaimed that 
the Treasury would henceforth take 
all newly mined silver of the United 
States at a price equivalent to 64! 














cents an ounce, it was generally inter: 
preted as being merely a sop to the 
silver interests. It was argued that the 
silver producers of Idaho, Utah, Ari 
zona, Nevada and Colorado would re: 
ceive a bonus for their production over 
and above the world price of between 
$4,000,000 and $5,000,000 and that 
would be the end of it. But are things 
really going to work out so convenient: 
ly? Silver is predominantly a by-prod. 
uct of other metals. Normally, the 
Anaconda Copper Co. is the largest 
producer of silver in the country. If 
the new price of silver is so attractive 
that the company should pursue mining 
operations solely for this metal, it 
might well increase the already exces 
sive stocks of other metals and conse: 
quently lower the price, the final result 
being a net loss of revenue. There are, 
of course, a number of small companies 
whose output is in the main silver and 
to which the silver subsidy is more or 
less unalloyed benefit. But looking 
over the price of their stocks, it would 
seem that much already had been dis 
counted at current levels. 


- 2 * 


Cameras or Chemicals 


There was a chemical show in New 
York not long ago and the worlds 
largest manufacturer of cameras 
turned up with nary a camera. Instead, 
there was an imposing array of chem 
ical products—acetate yarns, artificial 
leathers, transparent wrapping mate: 
rials and a hundred others. It is not 
perhaps generally realized to what ex 
tent Eastman Kodak is drifting into 
the status of a honest-to-goodnes 
chemical company rather than being 
merely a manufacturer of photograph: 
ic supplies. Although last year’s earn 
ings are not available, it will be sur 
prising if the company fails to surpass 
the $2.52 a common share of 1932 by 
a very substantial margin. Eastman‘ 
dividend policy is likely to be liberal, 
for the company is already in an im 
pregnable financial position. 
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Answers to Inquiries 








The Personal Service Department of THE MaGazINE OF WALL STREET will answer by mail 
or telegram, a reasonable number of inquiries on any listed securities in which you may be 
interested, or on the standing and reliability of your broker. This service in conjunction with 


your subscription should represent thousands of dollars in value to you. 


the following conditions: 


1. Give all necessary facts, but be brief. 
2. Confine your request to three listed securities. 
3. No inquiry will be answered which does not enclose stamped self-addressed envelope. 
4. If not now a paid subscriber, use coupon elsewhere in this issue and send check at same 
time you transmit your first inquiry. 


Special rates upon request for those requiring additional service. 


It is subject only to 








WILSON & CoO., INC. 


I find that Wilson & Co. common is sell- 
ing at less than half its 1929 price while its 
net profit last year was greater than in any 
recent year including 1929. Do you think 
this stock is underpriced at today’s levels? 
Shall I continue to hold 150 shares I bought 
: i in 1930?—P. N. S., San Francisco, 

alif. 


The annual report of Wilson & Co., 
Inc., covering the fiscal year ended Oc- 
tober 28, 1933, reveals the ability of 
the company to take full advantage of 
improved conditions within the indus- 
try. Net profits, including $120,361 
discount on bonds purchased for sink- 
ing fund, amounted to $3,055,924, 
equal to $13.44 a share on the 7% 
cumulative preferred stock, and $4.67 
a share on the class “A” stock, after 
allowing for one year’s dividend re- 
quirements on the senior equity. This 
compares with a profit of only $51,336, 
including $324,529 discount on bonds 
purchased for sinking fund or 22 cents 
a share on the 7% preferred stock for 
the fiscal year ended October 29, 1932. 
The balance sheet dated October 28, 
1933, showed total current assets of 
$29,246,371, of which $5,657,931 con- 
sisted of cash and marketable securities, 
against total current liabilities of $3,- 
678,892. Certainly the foregoing 
showing fully warrants the distribution 
of $1.75 a share on the 7% preferred 
stock, made January 2, last. Taking 


into consideration the recent dividend 
payment, accumulations on the 7% pre- 
ferred stock now stand at something 
like $26 a share. Additional payments 
of back dividends will depend entirely 
upon developments in the industry gen- 
erally, and the affairs of the company 
in particular. The possibility of the 
common stock participating in any fur- 
ther earnings improvement is clouded 
by accumulations on the class “A” 
stock, amounting to $16.25 a share as of 
the close of last year. Nevertheless, 
when consideration is given to the trade 
position of the company (third largest 
meat packer), its adequate financial re- 
sources, and the more favorable out- 
look for the industry as a whole, the 
common equity is not devoid of merit 
from the speculative standpoint and 
maintenance of your present position 
is advocated on this basis. 


UNITED STATES PIPE & 
FOUNDRY CoO. 


I have been told that U. S. Pipe & 
Foundry stands to benefit under the Gov- 
ernment’s public works program. Do you 
believe the market price of its common 
stock now fully reflects its possibilities? 
Shall I continue to hold 100 shares I 
bought in 1932, and on which I am now 
even?—C. L. T., New Haven, Conn. 


Thus far the operations of the Ad- 
ministration’s public works program 


has not reached iron and steel pipe pro- 
ducers. Hence, 1933 reports of com- 
panies specializing in that field are not 
likely to make as favorable an impres- 
sion as those of companies engaged in 
the more favored industries. Never- 
theless, and despite the fact that orders 
of the company during last year were 
below those of 1932, U. S. Pipe & 
Foundry Co. is expected to report a 
loss substantially below that registered 
during the previous year. Unofficial 
estimates place the deficit at approxi- 
mately $350,000 for the year, as com- 
pared with an actual loss of $1,273,- 
054 incurred from operations during 
the preceding year. The improvement 
is entirely the result of operating econ- 
omies effected during the year. The 
company’s strong and liquid financial 
condition undoutedly has been main- 
tained. Admittedly, the prospect of 
obtaining substantial business from 
public utilities during the immediate 
future is not bright, but should mu- 
nicipalities more generally accept the 
loan offers of the Federal Government 
for public works purposes, U. S. Pipe 
& Foundry Co., because of its strong 
trade position, should enhance its earn- 
ing power with new business from this 
important field. Based on this pros- 
pect, the common stock of the com- 
pany is not particularly overvalued at 
prevailing prices. Consequently, and 
inasmuch as you have maintained your 
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position through what appears to have 
been the worst phases of the company’s 
record, we favor retention of your 
holdings as a speculation. 


WESTINGHOUSE ELECTRIC & 
MANUFACTURING CO. 


Please give me your views on the 1934 
prospects for Westinghouse Electric. 
Wowld you advise me to continue holding 
100 shares of its common stock bought in 
1930 at 9814? Do you believe it can ever 
afproach its 1929 prices again?’—K. S., San 
Diego, Calif. 

For the nine months ended Septem- 
ber 30, last, Westinghouse Electric & 
Manufacturing Co., incurred a deficit 
of $7,083,661, against a loss of $5,9177,- 
250, for the first nine months of 1932 
On the face of it, the foregoing showing 
is not particularly impressive. However, 
a closer examination of the report will 
reveal that substantially the greater part 
of the loss was incurred during the first 
three months of the year, followed by 
much smaller deficits in the second and 
third quarters. For the three months 
ended September 30, last, a loss of $1,- 
513,645 was registered against $2,078,- 
424 in the preceding three months’ pe- 
riod. A turn for the better in the com- 
pany’s business evidenced itself shortly 
after the bank holiday of last March, 
and improvement has been made dur- 
ing subsequent months. Furthermore, 
an analysis of the earnings statement 
revealed that depreciation charges ac- 
count for much of the loss sustained. 
Hence, the actual drain upon the cash 
resources of the company has been 
comparatively small. This factor, 
coupled with the management's opti- 
mism regarding 1934 prospects, un- 
doubtedly were responsible for the 
declaration of the distribution of 87!/2 
cents a share on the preferred stock, 
payable on the last day of January. 
Despite the adversities of the business 
depression, the strong trade position 
of Westinghouse Electric & Manufac- 
turing has by no means been impaired, 
and we feel that there is every reason 
for the maintenance of confidence in its 
future prospects on the part of present 
holders of the common stock. Cer- 
tainly, under more favorable business 
conditions, the company should give a 
good account of itself, a factor that 
doubtless will be reflected in the future 
prices for its shares. 


LAMBERT CoO. 


Attracted by the liberal income return 
offered by the shaves, I purchased Lambert, 
common, at 35 a few months ago. Of 
course, I was aware at the time of my ac- 
quisition that the dividend might be re- 
duced. However, judging by the recent 
action of the stock, marketwise, it now 
looks as though I am in for another divi- 
dend reduction, and wonder whether I 
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should retain my holdings. Your opinion 
will be appreciated —E. J. L., Poughkeep- 
sie, 

For the nine months ended Septem- 
ber 30, 1933, Lambert Co. earned $1,- 
830,087, or $2.44 a share, on its capi- 
tal stock, as against $3,207,827, or 
$4.28 a share, in the first nine months 
of 1932. Profits during the third quar- 
ter equalled 72 cents a share, against 
53 cents for the precedirig quarter and 
85 cents in the September quarter of 
1932. Unofficial estimates indicate 
that full 1933 returns were sufficient 
to cover the revised annual dividend of 
$3 a share. Heretofore, Lambert Co. 
has occupied an exceptionally strong 
trade position in the pharmaceutical 
field through its nationally known 
trade marked product “Listerine.” By 
virtue of increasingly keen competition 
in this field, however, it was reported 
that the company’s competitors have 
cut substantial inroads into its anti- 
septic business by offering a cheaper 
product. With a view toward com- 
bating this competition, Lambert Co. 
recently announced substantial price 
reductions for “Listerine.” Obviously, 
unit volume of sales must be bolstered 
materially in order to offset lower profit 
margins. It is quite possible that in 
order to accomplish this end, increased 
outlays for advertising and sales propa- 
ganda may be necessary. Should such 
be the case, directors of the company 
may deem it advisable to further revise 
their dividend policy. The company 
has made satisfactory progress in di- 
versifying its products, but since Lis- 
terine is still by far the most important 
revenue producer, every effort will be 
made to maintain the trade position of 
that product in its field. Earnings 
prospects of Lambert for 1934 will de- 
pend entirely upon the success of the 
management in regaining much of the 
trade lost to its competitors. In view 
of the uncertainties in the situation, 
the capital stock must be regarded as 
speculative and representation therein 
must be predicated upon your willing- 
ness to assume a corresponding degree 
of risk. 


FRANK G. SHATTUCK CO. 


I have 100 shares of F. G. Shattuck Co. 
bought in 1932 at 8%. Of all the securi- 
ties I hold, this one ts most inactive. 
will, therefore, appreciate anything you can 
tell me about this company’s position, and 
whether you counsel holding or selling its 
stock—A. R. D., Syracuse, N. Y. 


F. G. Shattuck Co. operates some 41 
restaurant and confectionery stores lo- 
cated principally in and around New 

fork City. In addition to its restau- 
rant business, the company is an impor- 
tant manufacturer of candy and ice 
cream. Although essentially a quality 
business, the company is represented in 


the lower priced candy field by its 
“Blue Banner” brand and an extensive 
line of five-cent package candies which 
are widely distributed through indepen. 
dent dealers. Because of the decline 
in public purchasing power, earning 
have been greatly reduced from their 
1929 level. Nevertheless, operations 
have resulted in a profit in each year 
of the depression, and an exceptionally 
liquid financial condition has been 
maintained, which will allow further 
expansion as conditions warrant. For 
the nine months ended September 30, 
1933, the company reported a net in- 
come of $22,557, equivalent to 2 cents 
a share on the capital stock, or consid- 
erably less than the $510,951, or 40 
cents a share, reported for the corre: 
sponding period of 1932. We under: 
stand, however, that candy sales have 
recently shown a considerable improve- 
ment over those for the like 1932 period 
and that some betterment has also been 
noted in the restaurant division. Since 
the company has maintained an envi 
able reputation for quality goods, its 
earnings should register material im 
provement with the anticipated further 
broadening of public purchasing power. 
All factors considered, the shares ap 
pear to offer appreciation possibilities 
over the longer term, and on that basis 
their retention is advocated. 


WESTERN MARYLAND RAIL- 
WAY CO. 


A friend has reliably informed me that 
Western Maryland’s net income is greater 
than at any time in the past four years. 
Do your figures indicate this? On this 
basis, do you believe its stock should war- 
rant higher prices? Would you advise buy- 
ing 100 shares now?—T. M., Philadelphia, 
Pa. 


Largely as a result of the strategic 
position of the road and its capable 
management, Western Maryland Rail: 
way has been able to restrict earnings 
declines during the entire business de’ 
pression more successfully than the av 
erage Class I road. While admittedly 
deficits were incurred on the common 
stock each year since 1930, interest 
charges on the company’s funded debt 
were covered by a comfortable margin 
during the period. The road has main 
tained a sound financial condition, @ 
factor that is reassuring in judging tts 
future prospects. As of October 31, 
last, current assets amounted to $4, 
162,857, against current liabilities of 
$3,136,718. Funded debt due within 
six months amounted to $229,100 a 
of the above date. Western Maryland 
is one of the few roads that has not had 
tc. resort to Government aid to bolster 
its financial condition; since there ® 
no important funded debt maturity 
falling due for some years to come, an 
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Selecting New Market Leaders 
Offering Large Near-Term Profits 


HE industrial setting is 

favorable for a sharp 
spring rise that should get 
underway shortly. Combined 
with the natural forces of 
recovery gaining momentum 
and the inflationary measures 
in operation, sensational ad- 
vances are in prospect for 
selected issues. Our market 
and security specialists, after 
the most careful analysis, 
have selected several sound 
and active common. stocks 


with substantial profit possibilities for the 


immediate future. 





Our 1933 Record 


Points Profit After 
Deducting Losses 


TRADING ADVICES 717% 


—Short-Term Trading 


BARGAIN INDICATOR 
—Dividend Stocks 


UNUSUAL OPPORTUNITIES 57% 
—Low-Priced Issues 


4634 


180%* 


* Representing a net return of well over 40% 
on the capital required for ten-share commit- 
ments. Operating in larger units the percent- 
age of profit would have been considerably 
greater. 











Participate in Major Recovery Cycle 


Conclusive evidence exists that the economic 
We are pulling out 
of the depression toward a new era of prosper- 
ity. During such a period the largest market 
profits are made by the astute investor, semi- 


upturn has been made. 


investor and trader. 


Plan an Aggressive Investment Program 


As a subscriber, you place at your constant 


disposal a definite, reliable 
and unbiased financial 
counsellor. Through our 
three active departments 
—Trading Advices, Bargain 
Indicator and Unusual Op- 
portunities — we guide you 
in taking advantage of the 
intermediate market swings 
—in increasing your capital 
and equity as rapidly as is 
consistent with safety and 
sound market practice. You 
will be advised at all times 


what and when to buy and when to close out 
each commitment. 


A Service Tested by Long Experience 


The FORECAST is one of the pioneers in its 
field having established an enviable reputation 
for rendering profitable advice over a period 
of 15 years in all types of markets. Naturally, 


it has at its disposal the vast resources and 


facilities of the organization of THE MAGAZINE 
OF WALL STREET. 


CThe INVESTMENT and BUSINESS FORECAST 
OF 
The MAGAZINE of WALL JTREET 


— 


MAIL THIS COUPON 'TODAY 





time to reach you.) 





[] TRADING ADVICES— 





THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York, N. Y. 
Cable Address: TICKERPUB 


I enclose $75 to cover my six months’ test subscription to The Investment and Business Forecast. 
telegrams I select I will receive the complete service outlined by mail. 


Send me collect telegrams on all recommendations checked below. 


CAPITAL AVAILABLE 


($125 will cover an entire year’s subscription.) 
(Wires will be sent you in our Private Code after our Code Book has had 


Short-term recommendations following the intermediate rallies and declines (to secure 
profits that may be applied to the purchase of investment and semi-investment secur- 
ities). Six to eight wires a month. $800 capital for each ten-share unit of operation. 
L] UNUSUAL OPPORTUNITIES-— Speculative investments in low-priced but sound issues that offer out- 
standing possibilities for market profit. 
$500 capital for each ten-share unit. 


Dividend-paying common stocks entitled to i t t rating, with d fit 
LJ BARGAIN INDICATOR— poouibilitics. Three to four wires a annth. Go00 seotiad far aah tan-thase Galt. 


I understand that regardless of the 


Three to four wires a month. 
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The Outlook 
for 
Equities 


Current Issue on request 


EDWARD B. SMITH 
& CO. 


ESTABLISHED 1892 


Members New York, Philadelphia 
and Boston Stock Exchanges 


15 Broad Street, New York 


Philadelphia Boston 














ODD LOT 


Buying and Selling 
is made clear 


Latest records from 48 representative 
American corporations show that 88% of 
their stockholders are holders of odd lots 
(less than 100 shares). 


The fundamental value of the odd lot sys- 
tem to the public is set forth in a new 
104-page illustrated book, now ready. 
This book, comprehensive in scope, con- 
tains much information and data which 
should be helpful to the investor and 
trader. 


A copy will be sent upon re- 
quest to accredited individuals. 


Odd Lots—100 Share Lots 


M. C. Bouvier & Co. 


Members New York Stock Exchange 
20 Broad St. New York 























ODD LOTS 


In listed securities carried on 
conservative margin. 
Your Inquiries Invited 


Dunscombe & Co. 


Members New York Stock Exchange 
60 Broad Street 





ew York 
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Answers to Inquiries 
(Continued from page 358) 


Guaranty Trust Company 
of New York 


FIFTH AVE. OFFICE 
Fifth Ave. at 44th St. 
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in view of the gratifying earnings im- 
provement shown during last year, 
there is little prospect at this writing 


MADISON AVE. OFFICE 
Madison Ave. at 60th St. 


MAIN OFFICE 
140 Broadway 


LONDON PARIS BRUSSELS LIVERPOOL HAVRE ANTWERP 


for any such emergency arising during 
the early future. For the 11 months 
ended November 30, last, Western 
Maryland reported net income of 
$783,997, equal to $4.42 a share on the 
1% preferred stock, as compared with 
net of $487,983, or $2.75 a share, on 
the first preferred stock for the corre- 
sponding interval of 1932. The road 
is favorably situated to take advantage 
of further improvement in business 
and industry. Hence, while the com- 
mon stock lacks appeal from the stand- 
point of immediate participation in the 
future earnings of the road, it offers in- 
teresting possibilities as a speculation 
from the long term perspective. 


TEXAS GULF SULPHUR CO. 


You hit the nail on the head when, in 
your September 30 issue, you foretold the 
increased dividend for Texas Gulf Sulphur. 
! am thinking of buying another 75 sharcs 
of this stock to average down those I 
bought at around 70, but first I will appre- 
cas your advice—R. C. H., San Diego. 

if. 


As the world’s leading producer of 
sulphur, the derivatives of which are 
widely employed throughout industry, 
earnings of Texas Gulf Sulphur re- 
flect to a large degree the state of gen- 
eral business. Thus, the growth of 
basic industries prior to the depression 
resulted in an annual increase in con- 
sumption of sulphur amounting to 
roughly 4%. Conversely, since 1929 
recessions have been the rule, and earn- 
ings of Texas Gulf have declined ac- 





Condensed Statement, December 31, 1933 





RESOURCES 


Cash on Hand, in Federal Reserve Bank, 
and due from Banks and Bankers . . . 

U. S. Government Securities 

Notes of Reconstruction Finance Corpora- 
tion 

Public Securities. . . so 

Stock of the Federal Reserve Bank. . . 

Other Securities. .....-..-e ee. 


Loans and Bills Purchased. .. . . 

Real Estate Bonds and Mortgages ... . 
Items in Transit with Foreign Branches 
Credits Granted on Acceptances... . 
Bank Buildings ......++++-s-s 
Other Real Estate . err 
Accrued Interest and Accounts Receivable 


LIABILITIES 


$ 90,000,000.00 
170,000,000.00 
7,985,635.76 


a ae ae 
Surplus Fund..... . 
Undivided Profits 





Capital Note (Payable on or before July 31, 1934) 
Accrued Interest, Miscellaneous Accounts 

Payable, Reserve for Taxes, etc. ... . 
Acceptances. . 2. + 2 ee eee ee ee 
Liability as Endorser on Acceptances and 

Foreign Bills. . . 
Deposits 
Outstanding Checks. . 


2 4 6 S- 0° es... eo) 8) 8 


$994,126,731.51 
25,455,920.64 


$ 202,490,022.07 
393,765,199.42 


29,637 ,638.03 
77,183,909.84 
7,800,000.00 
22,137,673.81 
541,614,198.56 
2,393,976.64 
272,729.92 
106,189,768.58 
14,071,404.72 
114,456.50 
21,882,834.59 





$1,419,553,812.68 








WILLIAM C, POTTER, President 


$ 267,985,635.76 
20,000,000.00 


5,708,549.19 
106,189,768.58 


87,207.00 


1,019,582,652.15 





$1,419,553,812.68 





cordingly. More recently, however, 
the general quickening of industrial ac- 
tivity enabled the company to report 
for the nine months ended September 
30, 1933, net income of $5,025,927, 
equivalent to $1.98 a share on the capi- 
tal stock, as against $4,541,811, or 
$1.78 a share, for the corresponding 
period of 1932. In this connection it 
interesting to note that improvement 
during the September quarter was pro- 
nounced, and resulted in net income 
of $2,611,362, equivalent to $1.03 a 
share, This was considerably better 
than either the directly preceding quar- 
ter or the September quarter of 1932, 
when per share earnings were equiva- 
lent to 57 cents and 56 cents, respec- 
tively. Reflecting the earnings im- 
Provement and the probability of its 
further extension, directors recently 
mcreased the quarterly distribution on 
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DIRECTORS 
EUGENE G. GRACE President, 
Bethlehem Steel Corporation 


W. A. HARRIMAN. .. . . of Brown Brothers 
Harriman & Co. 


JOHN A. HARTFORD . . President, The Great 
Atlantic & Pacific Tea Company 
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the stock from 25 cents to-50 cents. It 
is now unofficially estimated that full 
year 1933 results approximated $2.80 
a share, against actual earnings of $2.33 
a share for 1932. By virtue of the 
company’s adequate financial resources 
and leading position in its industry 
further earnings expansion is antici- 
pated during 1934, in line with the gen- 
erally improved outlook for industrial 
activity. Thus, we feel that you would 
be fully warranted in purchasing addi- 
tional shares at current levels to aver- 
age down the cost of your original 
holdings. 


SIMMS PETROLEUM CoO. 


I hold 150 shares of Simms Petroleum at 
an average cost of 7%. I would like to 
know if, in your opinion, current prices 
discount much of the improvement foreseen 
for the oil issues—whether I should sell 
now or hold for further appreciation—C. 
A. A., New York, N. Y. 


Despite favorable trade position of 
Simms Petroleum Co., declining crude 
oil and gasoline prices since 1929 were 
too extensive to be offset by operating 
economies and, as was the experience 
of most oil companies, sizable losses 
were sustained. As a result of more 
recent improvement of the price struc- 
ture, however, the report for the quar- 
ter ended September 30, 1933, revealed 
a net profit of $50,126, equivalent to 
11 cents a share on the outstanding 
capital stock. This compares with a 
deficit of $154,405 in the preceding 
quarter and a net loss of $44,654 in 
the September quarter of the previous 
year. Although final figures covering 
the full year 1933 are not as yet avail- 
able, it has been officially estimated 
that the deficit approximated $28,000, 
or considerably less than that of $473,- 
550 for the previous year. Recent de- 
velopments in the petroleum industry 
indicate that, under its N R A code, 
it is fast emerging from the chaotic con- 
ditions under which it has operated for 
some time past. In view of the fact 
that Simms Petroleum has substantial 
holdings in both the East and West 
Texas fields, which sections have been 
largely responsible by their excessive 
production for the weakening of the 
price structure, restriction of output 
undoubtedly will continue to feature 
the company’s operations. Neverthe- 
less, restricted output should be more 
than offset by higher crude oil and 
gasoline prices. Despite the fact that 
the stock outstanding has been con- 
stantly reduced during recent years by 
open market purchases, an adequate 
financial condition has been maintained. 
A dividend of 25 cents a share was re- 
cently declared; a similar distribution 
was made in January of last year. Con- 
sidering the conservative capitalization 
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of the company and its improved earn- 
ings outlook, additional distributions 
would not be unlikely later this year. 
Thus, we feel that the shares should 
register further appreciation, and coun’ 
sel full retention of your holdings. 


GLIDDEN CoQ. 


In view of its having carned $1.54 a share 
after meeting preferred dividend require- 
ments, I am wondering if Glidden common 
isn’t attractive at present prices. Do you 
believe this earnings rate can be main- 
tained? Would you advise buying now, or 
do you think I can get this stock cheaper? 
—L. S., New York, N. Y. 


Report of Glidden Co. for the fiscal 
year ended October 31, 1933, revealed 
net income of $1,432,863, equivalent, 
after dividend requirements on the 7% 
prior preferred stock, to $1.54 a share 
on the common stock. This compares 
with $510,416, or 6 cents a share, in 
the previous year. The company de- 
rives approximately 90% of total sales 
from its food and paint divisions, while 
the remaining 10% is accounted for by 
sales of chemicals and pigments. The 
food division was expanded in 1929 
through the acquisition of several well 
established concerns specializing in the 
production and sale of mayonnaise 
dressing and other condiments, as well 
as cocoanut butter, cocoanut oils and 
table margarines. Since sales of the 
food division are now understood to 
account for approximately 45% of the 
total, the relative stability generally 
experienced in this field undoubtedly 
played a large part in enabling the 
company to report a profit in each year 
of the depression, despite declining tak- 
ings of paints and varnishes. The lat- 
ter products, being widely employed 
throughout industry, may be expected 
to further enhance profits as general 
conditions continue to improve. The 
financial condition of the company is 
strong, which, together with the possi- 
bility of further earnings betterment, is 
basis for the belief that the dividend on 
the common stock will be continued, if 
not increased. All factors considered, 
the shares appear to present interesting 
profit possibilities and purchases, there- 
fore, are recommended around current 
levels. 


NATIONAL SUPPLY CO. 


I was rather disappointed in 1933 at the 
market recovery of my National Supply 
Co. stock bought at 99, it having recovered 
but slightly as compared with most other 
issues I hold. How do you account for 
this? Do you advise the retention or sale 
of this stock?—J. J. S., Chicago, Ill. 


Operations of National Supply Co. 
have been severely hit during the past 
three years by the chaotic condition of 


the petroleum industry, its principal 
customer. Low crude prices, together 
with statutory limitations on drilling, 
have resulted in a constant decline in 
demand for the various equipment and 
supplies manufactured by this com- 
pany and its subsidiaries. While it is 
impossible at this time to predetermine 
future results of the petroleum indus 
try’s code, as it will affect drilling oper- 
ations, returning prosperity of that in- 
dustry concurrent with rising prices 
are favorable factors in the long term 
earnings outlook of National Supply. 
While losses may continue over the 
medium term, they have shown a mod- 
erating trend during recent months. 
The net loss for the September quarter 
amounted to $353,116, or considerably 
less than that for the preceding quarter 
which was $946,821. In the Septem 
ber quarter of 1932 the deficit amount- 
ed to $782,487. Despite prolonged un 
profitable operations the company has 
maintained a strong financial position. 
Total current assets as of September 
30, 1933, amounted to $28,537,726, 
including cash alone of $3,383,834, 
against total current liabilities of $1, 
630,382. When consideration is given 
to the company’s firmly intrenched 
trade position, its capable management, 
and adequate financial resources, to 
gether with the improved outlook for 
the petroleum industry, a moderately 
constructive attitude toward the com: 
mon stock appears warranted. Hence, 
since you have held the issue through 
what now appears to have been the 
worst of the situation, maintenance of 
your position on a long pull basis is 
deemed advisable. 





A “New Deal” for the 
Railroads 


(Continued from page 343) 


—————— 











in the way roughly indicated—and un 
der control of the I. C. C. or some 
body duly constituted by Congress for 
that purpose. That would be the only 
sound foundation for corporate con’ 
solidation, whether into 21 geograph 
ical systems, as proposed in the I. C. C. 
plan of some years ago, or 7 regional 
systems, as provided in the Prince plan, 
or one gigantic system, as has also been 
suggested. General railroad consoli’ 
dation would not be practicable until 
railroad earnings improve still further. 
While it is known that the Federal 
Co-ordinator has spent some time, even 
in recent months, in the study of the 
Prince plan of consolidation, it has been 
definitely understood by his closest rail: 
road friends, that he was not committ 
to that scheme, but took it up largely 
because he had to study that question 
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and because it was the latest and most 
specific, as well as comprehensive, plan 
of railroad consolidation before him. 
It is expected that Mr. Eastman will 
discuss the subject of railroad consoli- 
dation in his report and recommenda- 
tions to Congress, but it is doubted by 
his closest friends among railway execu- 
tives, that either he, the President or 
Congress will push the matter at the 
present session of that body. 
Government ownership, for years, 
has occupied a still bigger place in the 
back of Mr. Eastman’s head than gen- 
eral consolidation. Never, in opinions, 
when an active member of I. C. C., or 
in public addresses, has he lost an op- 
portunity to champion that undertak- 
ing. Again, his close friends among 
railway executives are inclined to be- 
lieve that, so far as nearby recommen- 
dations or action are concerned, gov- 
ermment ownership is “out of the win- 
dow” with the Federal Co-ordinator. 


While some extreme members of 
Congress may shout for government 
ownership, even in the present session, 
it is doubted that they will get very 
fa The Government, through the 
RFC and P W A, is planning to give 
further financial assistance to the rail- 
roads, in the matter of meeting matur- 
ing obligations and the repair and pur- 
chase of equipment. The President 
has such tremendous expenditures in 
mind in connection with the National 
Recovery, that it is doubted that he 
wil do anything about government 
ownership of railroads in the near fu- 
ture. He has said nothing about it 
publicly of late. 

It will be well for security holders 
to keep in mind the fact that, through 
loans by the R F C and the P W A, 
the Government is getting an ever-in- 


creasing hold upon the weaker rail-’ 


toads. It has been shown in several 
instances already that, as a substantial 
creditor, the Government is likely to 
keep close watch on the affairs of these 
companies and, if the occasion arises, 
'0 exercise a potent voice in the read- 
justment of their capital structure. 

The most effective antidote for gov- 
ement ownership of those properties 
8 to be found in increased traffic and 
famings and a higher level of credit. 
The importance to the position of the 
railroads in every respect, and likewise 
to their securities, of a larger volume 
of traffic and earnings cannot be made 
toemphatic. All that may be accom- 
plished with respect to co-ordination 
of facilities in the most practical ways 
should add proportionately to the 
Strength of the railroads, intrinsic and 
market value of their securities, and, 
M turn, their credit. 

The neg of railroad securities un- 

general consolidation is entirel 
Wcertain and problematical — still 
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Condensed Statement, January |, 1934. 


RESOURCES 


Cash on hand in Federal Reserve Bank and 
Due from Banks $21,164,795.07 
United States Government Securities 5,000,000.00 
State and Municipal Bonds 11,359,955.00 
Stock in Federal Reserve Bank 780,000.00 
Other Bonds 5,072,500.00 
32,258,496.56 
Bills Purchased 4,294,055.42 
Bonds and Mortgages 6,719,784.83 
Real Estate 2,000,000.00 
Accrued Interest Receivable 576,280.03 


$89,225,866.91 











LIABILITIES 
Capital Stock $ 2,000,000.00 
Surplus Fund 24,000,000.00 
Undivided Profits 3,102,559.70 
$29,102,559.70 


Deposits 58,792,461.81 
Reserve for Dividends 300,000.00 
Reserve for Taxes and Expenses 928,918.75 
Accrued Interest on Deposits 101,926.65 


$89,225,866.91 



































MARKET STATISTICS 


N. Y. Times 
N. Y. Times —Dow, Jones Avgs.— ——650 Stocks——. 
Rails High 


40Bonds 30Indus. 20 Low Sales 

Saturday, December 80......... 73.08 99.90 40.80 86.02 84.92 751,613 
HOLIDAY—EXCHANGE CLOSED 

100.36 40.97 86.99 85.41 1,267,390 
99.09 86.03 1,383,140 
98.78 84.69 1,188,440 
1,054,910 
461,920 
715,030 
869,042 
1,415,670 
1,694,850 
1,600,570 
749,660 
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more so under government ownership. 

Until improvement along the lines 
indicated goes still further, there is lit- 
tle probability of attempts being made 
to reorganize the railroads now in re- 
ceivership or trusteeship. No such 
plans are actively under way for St. 
Louis-San Francisco, Rock Island, Sea- 
board Air Line, Wabash, Chicago & 
Eastern Illinois and the smaller roads 
now under the protection of the courts. 








Prospects for the Most 
Active Stocks 


(Continued from page 347) 








doubtedly will have to be met in the 
future, the fundamental background is 
sufficiently good to make the stock not 
unattractive as a speculation. 


Commonwealth & Southern 


Activity in the common stock of 
Commonwealth & Southern Corp. is 
another example for which logical rea- 
sons can be found. With nearly 34,- 
000,000 shares outstanding, the basis 
for a large volume of transactions cer- 
tainly exists. And with the belief that 
the Federal Government through the 
Tennessee Valley Authority was about 
to plunge a knife into the company’s 
vitals, there is the necessary important 
news. It may be, however, that the 
damage to be done to Commonwealth 
& Southern by the Government has 
been exaggerated, for T. V. A. has 
just signed a contract with a number of 
the company’s operating subsidiaries 
which may be construed as showing 
no intention of destroying private 
utility investment. 

On the other hand, the owner of 
public utility stocks, particularly hold- 
ing companies such as Commonwealth 
& Southern, cannot but feel alarmed 
at the waves of agitation against utili- 
ties which are sweeping the country. 
It is not only the Federal Government's 
projected Tennessee development, but 
similar disquieting signs all over the 
country. For example, only the other 
day Governor Lehman in his message 
to the New York State Legislature 
urged the quick development of the St. 
Lawrence River power in order that 
municipalities throughout the state may 
have a “potent weapon with which to 
compel existing public utility companies 
to provide them with electricity at rea- 
sonable rates under threat of municipal 
competition.” 

Aside from the adverse possibilities 
in the general utility situation, stock- 
holders in Commonwealth & Southern 
can derive little comfort from their 
company's present earnings. For the 
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twelve months ended November, last, 
only $5.68 a share was earned on the 
average number of $6 preferred shares 
outstanding, compared with 16 cents a 
common share in the previous twelve 
month period. Despite its low price 
which discounts to some extent the un- 
certainties of the future, the common 
stock of this company can hardly be 
regarded as attractive. 


New York Central 


Curiously, perhaps, there was a rail- 
road among the most active stocks to- 
wards the end of last year. It was the 
New York Central. Aside from the 
fact, however, that this issue was ever 
a speculative favorite, reasons for the 
volume of transactions are not as clear 
as was the case with a number of the 
other issues. Nor, with New York 
Central, can the price trend be called 
in as an aid in discovering them, for 
the issue varied in price less than 10%, 
an insignificant range for this stock. 
Let us, however, sketch the stock's 
highlights and permit others to judge 
whether they afford reasons for the 
activity. 

New York Central suffered badly in 
the depression, and as a legacy of this 
unhappy period has some $95,000,000 
in short-term loans outstanding. Even 
last year, which was very much better 
than the previous one, it is estimated 
that the road failed to earn fixed 
charges by some 5%. In addition to 
the short-term loans there are matur- 
ities of some $70,000,000 to meet in 
1934. This is the unfavorable side of 
the picture. 

On the favorable side, there is the 
matter of the road’s position and im- 
portance to the industrial life of the 
country. Should we ever regain even 
a reasonable degree of prosperity, New 
York Central would share in it fully. 
That this would be so can be seen clear- 
ly from what happened in the latter 
half of 1933. It was not long after 
business commenced to pick up that 
Central moved from the red to the 
black and the comparatively small 
deficit to be reported for the whole of 
last year is solely the result of losses in 
the spring. Incidentally, it might be 
noted that the improvement in the hotel 
business because of Repeal is helpful 
to New York Central, although not, of 
course, an important factor compared 
with the road's other interests operat- 
ing under reasonably good conditions. 

Weighing the unfavorable against 
the favorable in New York Central, 
the first conclusion probably will be 
that the stock is undoubtedly highly 
speculative; the second, that a8 a specu- 
lation on the future of a great railroad 
and general property-owning organi- 
zation, it is not without a degree of 
merit. 
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Two Convertibles with 
Interesting Possibilities 


(Continued from page 344) 








tuting the collateral protection for the 
bonds in question. This income, in 
turn, is sufficient to meet annual in 
terest charges on the bonds about 3//, 
times. In addition a sinking fund of 
more than $1,000,000 annually oper. 
ates to retire the bonds. Thus, it will 
be observed that aside from any other 
considerations the bonds easily qualify 
as a medium grade investment issue of 
merit. 

The conversion privilege permits 
holders to convert the bonds into 
Chesapeake & Ohio common stock at 
$43.97 a share. This feature offers 
distinct possibilities. The record of 
Chesapeake & Ohio Ry., has been out: 
standing among the railroads of the 
country. It was the only major road 
which was not forced to reduce divi: 
dends to common stockholders during 
the depression and it was the first road 
to increase dividends last year. In this 
remarkable achievement the road has 
been aided by a well balanced capital 
structure; it has been free from: re- 
funding problems; and operating re- 
sults have shown a high degree of effi 
ciency. Ranking as one of the leading 
carriers of bituminous coal, Chesapeake 
& Ohio gained an important advantage 
through the fact that its lines served 
largely non-union fields and earnings 
were further enhanced by the surcharge 
of $3 per car of bituminous coal, which 
was in effect until September 30, last. 

In 1932, the road earned $3.06 a 
share on its common stock, comparing 


‘with $3.49 and $4.46 in the two pre’ 


ceding years. Earnings for the past 
year will probably show about $3.50 
a share for the stock, and a good mar’ 
gin for the $2.80 dividend. As to the 
present outlook, earnings for a time 
may reflect the loss of surcharges but 
hardly to an extent which could not 
be offset by a further revival in gen’ 
eral business. The road serves a highly 
industrialized territory and the latter 
event would undoubtedly find marked 
reflection in revenues and earnings. 

As a straight investment medium, the 
Chesapeake Corp. Coll. Tru. 5’s 1947 
may be acquired with confidence and 
they should have genuine appeal for 
the investor with conservative specula’ 
tive tastes. 








For Features to Appear in 
Next Issue 


See page 323 
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We Have Another Try 
at Bank Reform 


(Continued from page 335) 








— 


gich a bank, Mr. Giannini observes, 
control of money and credit would 
mean control of both inflation and de- 


lation. 


Enter the Human Factor 


Peculiarly enough, in support of his 
argument, Mr. Giannini points out that 
“in 1921 the great wave of post-war 
speculation was checked sharply by the 
Reserve System when money and re- 
discount rates were advanced rapidly 
and to prohibitive heights; and some 
smilar action in 1929 or even in 1928 
could have been taken.” 

In short, with the same machinery, 
the national credit management of 1921 
was sound, says Mr. Giannini, and that 
of 1928-1929 was unsound. What, 
then; was different? Merely a matter 
of human judgment. Merely the fact 
that the Federal Government itself, un- 
der the Hoover Administration, mis- 
took—as did most of us—an over- 
extended credit inflation for a New 
Era of soundly founded prosperity. 

To be sure, we all have confidence in 
Mr. Roosevelt, but he will be President 
at most for eight years; and we do not 
know who will succeed him. A cen- 
tral bank is an enduring thing. With- 
out doubt, as Mr. Giannini says, “a 
central bank run along the lines of the 
Bank of England certainly would be 
eficient and would produce the desired 
results,” 

Of this there is not the slightest 
doubt. But that an American central 
bank would be run “along the lines of 
the Bank of England” is certainly sub- 
ject to doubt. There are important in- 
herent differences. England in mod- 
em times has had only a handful of 
great banks, each with many branches. 
Centralized control of so homogeneous 
a system is relatively easy. Again, 
England has had long years of experi- 
ence in central banking. Finally, 
whether by tradition or whatever rea- 
son, British banking is largely free 
from political influence. 

In this country we have a National 

ing System, a Federal Reserve 
System and forty-eight different state 
systems. There are thousands of na- 
tional banks, varying greatly in size, 
strength, competence of management 
and character of locality served, all 
members of the Reserve System. There 
ae thousands of equally varied State 

» @ minority of which also are 
members of the Reserve System. 

ough this heterogeneous pattern 
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the devious web of politics is finely 
spun. The National Banking system 
and the state systems compete with each 
other for membership. If regulations 
become onerous National Banks can 
resign from the system and become 
state banks. Every one of our 14,500 
banks is of local importance and inter- 
est and has a Congressman ready to 
protect its interests. To a large section 
of Congress the mere suggestion of 
branch-banking by large and powerful 
banks is anathema, since it would de- 
stroy small local banks. 

No, it would not be so easy in our 
country to run a central bank “along 
the lines of the Bank of England.” Be- 
sides, is that what Congress really 
wants? Mr. Giannini speaks of a cen- 
tral bank that would co-operate with 
the Government, but would not be con- 
trolled by it. Senator Borah, of Idaho, 
and Senator Van Nuys, of Indiana, 
propose to introduce bills in the pres- 
ent session of Congress under which 
the Government would set up its own 
central bank and dominate it. 

Again, on this matter of Govern- 
ment control, let us turn the spotlight 
back, at the risk of boring the reader. 

Time: 1928. Stock market boiling. 
The business cycle extinct. New Era 
at hand. Brokers’ loans $7,000,000,- 
000 and rising. “Look out!” cried the 
late Paul M. Warburg, private banker. 
“Look out!” urged the Federal Reserve 


Bank of Chicago, supported by the 
Federal Reserve Banks of Boston, Phila- 
delphia and New York. “It’s O. K., 
boys,” said Secretary of the Treasury 
Mellon. “I don’t see anything alarm- 
ing in the brokers’ loan figures,” said 
President Coolidge. 

Last March political management 
had the chance of a century to impose 
heroic reform upon American banking. 
All banks were closed. Bankers and 
Congressmen were speechless and pow- 
erless. The Man in the White House 
could have done virtually what he chose 
with the banks. Being human, he chose 
to open them as soon as possible. Pub- 
lic opinion wanted them quickly 
opened. Real banking reform no doubt 
would have required additional weeks 
of deflation and stagnation. Looking 
back, we could have endured it. At the 
time, it did not so appear. 

And so the regulation of banking by 
law continues to be a matter for Con- 
gressmen to squabble over and for bank- 
ers to debate according to their own 
opinions or interests. 

Reflecting the views of the Rocke- 
feller interests, Winthrop W. Aldrich, 
president of the huge Chase National 
Bank, suggests legislation which would 
prohibit various of the abuses brought 
to light in the Senate Committee's 
questioning of Mr. Wiggin and “which 
will also bring about, above all else, 
complete divorcement in interest be- 
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Dividends and Interest 





GR GENERAL 
2) MILs 
Common Stock Dividend 


January 2, 1934. 


Directors of General Mills, Inc., announced 
today declaration of the regular quarterly 
dividend of 75 cents per share upon com- 
mon stock of the company, payable Feb. 
1, 1934, to all common stockholders of 
record at the close of business Jan. 15th, 
1934. Checks will be mailed. Transfer 
books will not be closed. 
(Signed) KARL E. HUMPHREY, 

















BENEFICIAL INDUSTRIAL 
LOAN CORPORATION 


Dividend Notice 


EGULAR quarterly 
dividends have been de 
clared by the board of direc- 
tors, as follows: 
Preferred Stock Series A 87}4c 
per share 
Common Stock 37}4c per share 
Both dividends have been de 
clared payable January 30, 
1934 to stockholders of record 
at close of business January 
15, 1934. 
E. A. Baier 
Treasurer. 








LOEW’S INCORPORATED 


“THEATRES EVERYWHERE" 


January 12th, 1934. 


HE Board of Directors has declared a 

quarterly dividend of $1.62 per share 
on the outstanding $6.50 Cumulative Pre- 
ferred Stock of this Company, payable on 
the 15th day of February, 1934 to stock- 
holders of record at the close of business on 
the 3ist day of January, 1934. Checks will 
be mailed. 


DAVID BERNSTEIN 
Vice President & Treasurer 











CONTINENTAL SAN COMPANY | Inc. 


A reguiar quarterly dividend 
of oa y ee and one-half cents 


Books will not close. 
J. B. JEFFRESS, JR., Treasurer. 
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tween commercial and investment 


banking.” 

Reflecting the views of the Morgan 
interests, the Guaranty Trust Com: 
pany would take hold of the banking 
problem by unifying the banking sys- 
tem under Federal control, would ex- 
tend branch banking and, among other 
things, would regulate bank assets to 
keep out too much real estate. 

Compared to England, we are a 
young country. The banking structure 
best suited to our needs and special 
characteristics will not be built in a 
day, a year or, for that matter, in a 
decade. Meanwhile, probably the best 
compromise is to extend the present 
temporary and limited deposit guaran- 
tee and forget about the more danger- 
ous guarantee plan, to go into effect 
July 1, carrying unlimited liability for 
banks operating under it. It is enough, 
as at present, to guarantee deposits up 
to $2,500, for this covers 97 per cent 
of all depositors and it is depositors, 
rather than deposits, that really con- 
cern Congress. This plan has revived 
confidence in various localities where 
banking prestige has been decidedly 
low, and its possible cost to our banks 
is not a serious item. 

It is estimated that more than 1,000 
banks, chiefly in the middle west— 
which has had bitter experience with 
state deposit guarantees—have refused 
to come into the guarantee plan and 
are sufficiently confident of their posi- 
tion and reputation to go it alone. Not 
a few others will think twice before as- 
suming the unlimited liability of the 
permanent guarantee plan next July. 
Because of this threat, some of the larg- 
est national banks are now pondering 
the question of surrendering their na- 
tional charters and becoming state 
banks. Thus, the back-fire so often re- 
sulting from foolish legislation. The 
desire is to encourage banks to come 
under national regulation—as long as 
we don’t seem willing to make them do 
so—and the effect of the pending per- 
manent guarantee plan is to drive them 
back to state charters. 

A lawyer or a dentist or a veterin- 
arian has to have a certain amount of 
training before hanging out a shingle. 
But anyone with a moderate amount of 
capital—the sum is $50,000 for na- 
tional banks and less under most state 
requirements—can open a bank and 
handle the public’s money until de- 
tected in mistakes sufficiently serious 
to close the bank. 

Under the circumstances, we have to 
keep tinkering with banking laws and 
regulations. Whatever the laws, how- 
ever, some banks fail and some do not. 
Probably it will always be so. Some 
men possess integrity, experience and 
wisdom. Others do not. No law can 
give them these requisites of sound 
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The Magazine of Wall 
Street’s Common Stock 
Price Index 
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from the Chemical group and placed in 
the new Liquor group. A number of 
other transfers of similar character has 
necessitated a partial recalculation of 
four of last year’s group indexes: g 
that the 1933 High, Low and Closing 
values for the Chemical, Construction, 
Copper, and Metal groups, as now pub- 
lished, will not agree exactly with the 
figures published for these last year, 
None of these changes, however, has 
had any effect upon the Combined Ay 
erage, or upon sub-groups other than 
the four mentioned. 


Computing the Index 


In response to many inquiries, we 
present here a complete list of issues in- 
cluded in the 1934 Price Index, to 
gether with the following brief ex- 
planation of how the Index is com- 
puted. 

Each group, including the Combined 
Average, is derived separately, as fol 
lows: 

First determine the price index of 
each component issue by finding the 
percentage ratio of its closing price for 
the current week to its closing price 
for the preceding year. Then find the 
unweighted arithmetic average of these 
individual indexes. This gives an aux’ 
iliary index, called the “Current year 
index.” Finally, multiply this current 
year index by the group’s closing index 
for the previous year, and divide by 
100. The result will be the group's 
“Secular index,” as published. 

The Price Index is compensated, by 
customary methods, for all stock divi 
dends, split-ups and rights which are 
valued at 10% or more of the current 
market price. 


Eight Years of Market History 


The accompanying tabulation of 
closing indexes for the past eight years 
affords a comprehensive and instructive 
panorama of market history during the 
period covered. The two most striking 
characteristics of this record are the 
universality with which stocks partic 
pated in the great bear market, and the 
startling irregularity in the rate at 
which they have thus far recovered 
Two groups, for example, made theit 
lowest closing last year. These were 
Coal and Dairy Products, which are 
still suffering from the devastating ef 
fects of overproduction, and have not 
as yet benefited from the general bust 
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ness improvement elsewhere noted. On 
the other hand, six groups—Bottles, 
Cans, Carbon, Gold, Liquor, and Syr- 
ups—closed higher in 1933 than any 
year since we have been keeping the 
record. Six groups—Biscuit, Chemi- 
cals, Finance Companies, Metals, Soft 
Drinks, and Sulphur—in addition to 
the six already mentioned, or twelve in 
all, actually closed higher last year than 
in 1926, which the Administration has 
st up as a normal year. 
Here we have convincing evidence 3 ° n w a | 

that this is no ordinary business depres- S ¥ G g ¥y 

son, but a violent evolutionary ae O Ou re Ol , 7 
. — veces ve = If you are to travel this year, as who is not these days, plan your ey eon sem 
henceforth, will do well to rant the | ney or cruise now. Let us help you glean the very essence of Aig sein ae 
past and try to envisage the new busi- trip. Our Travel Department, headed by a once restless glo er, & 


ness opportunities which are now ris- place his experience at your command. Write us for the travel information you wish. 


ing from the wreckage of the old order. WORLD CRUISES 

It is quite certain that thus far the ' PRESIDENT VAN BUREN, 103 days (19 ports) rm © ie 
“New Deal” has not closed the ave- Se eee ne eee eae 

nues leading to handsome investment EUROPE, ASIA, AFRICA, GREECE 

profits for the discerning, and still other EMPRESS OF AU 


avenues will doubtless open as time CVETEE 48 Sapo 
passes. 


WEST INDIES CRUISES AND SOUTH AMERICA 


LAFAYETTE, 19 days 
MAURETANIA, 12 days a miles) 


Ten Billion Doll f COLUMBUS, 12 days 
coL ; ays 
fa — oMars tor AQUITANIA, 33 days (10 ports) 
Recovery SATURNIA, 13 days (4 ports) 
; CALAMARES, 16 days 
(Continued from page 333) GEORGIC, 15 days (15 ports) 
co. O, 11 days 
KUNGSHOLM, 18 days 
LAFAYETTE, 19 days 
RELIANCE, 19 days (7 ports) 
R | : DUCHESS OF BEDFORD, 28 days (13 ports) 
oosevelt monetary policy does bear VENA, 17 days 


directly upon the Government's ability ES 
to pay its debts. The dollar is in proc- oe pen: See Sere 

ess of finding a level of revaluation, EEN OF BERMUDA, 5 days (2 ports) 

certainly at a point much under the NERISSA, 25 days 

old gold parity. To the extent that 
this change produces a commodity price 
tise and expanding business, tax reven- 
ues will be enlarged. More directly, 
such revaluation will yield a profit of 
some $4,000,000,000 on present gold 
holdings. Means no doubt will be 
found to transfer this profit to the sited seats 
Treasury and to use it either to pay a ee Se eden See oak on fist to ioe Festal Departement, we ‘will supply 
ea part of the recovery cost or | H7pu wil Gon sia 

to reduce the national debt. Economy Trip to Europe 0 Cruise to South Seas 

Nor is this the only debt-offset in CI Voyage to Norway =. St ee ee past 

sight. No money is being wasted. C) Vegegs t0 Seer = pa Motor Tour’ 

Hundreds of millions, of course, will ee (1 South America by Air 

not be directly repaid, but will be in- nate 

directly repaid in the form of business 
stimulation and retrieved taxes. Direct The Magazine of Wall Street 

fepayments at a minimum will be 25 90 Broad Street, New York, N. Y. 

i pel ns Pon = F “64 RF eu a send me, without charge or obligation, information as checked above. 
proach $1,000,000,000. 

As to the soundness of all Federal 
loans and investments, time alone can 
tell. Certainly some of the larger ven- 
tures, such as a $77,000,000 loan to the 
Pennsylvania Railroad for electrification 
of its lines, loans to New York City for ' 
completion of subways and construc- EES 
tion of the Tri-Borough Bridge, and seen — 
the investment of some $833,000,000 
by the R F C in the preferred stocks of 
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New York Curb Exchange 

















IMPORTANT ISSUES 
Quotations as of Recent Date 





1933 
Price Range 
Recent 
Name and Dividend High Low Price 
Alum. Co. of Amer......... 96 874% 13% 
* Alum. Co. of Amer. Pfd.(1'4) 774% 37 67% 
Amer. Cit. P. & L. B.(.15).. 65% 1% 234 
Amer. Cyanamid B (.25).... 16% 34% #17 
Amer. & For. Pr. war....... 18% 25% 6 
Amer. Gas & Elec. (1)...... 50 17% «86.23 
Amer. Lt. & Tr. (1.60)...... 2634 9% 13% 
Amer. Superpower......... 9% 15% 2% 
Assoc. Gas Elec. “A’’....... 2% y% 5% 
Centrifugal Pipe (.40)....... 4% 2% 5 
Cities Service............ 6% 1% 2% 
Cities Service Pfd.......... 30 10 1234 
Colum. G. & E. cv. Pfd. (5). 138 65 80 
Commonwealth Edison (4).. 8254 31 461% 
Consol. Gas Balt. (3.60)..... 7044 4814 56% 
eee eT rerTe 1644 4% 7 
Elec. Bond & Share (6% stk.) 415 9% 14% 
Elec. Bond & Share Pfd. (6). 66 25 3414 
Elec. Pr. Assoc. (.40)....... 12% 2% 4% 
Ford Motor, Ltd............ 634 25% 55% 


1933 
Price Range 
—————. Recent 
Name and Dividend High Low Price 
General Aviation........... 1034 2% 614 
Great A. & P. Tea N.-V. (7).. 181% 115 127 
OE 6 er 24 6034 
Hudson Bay M.&S........ 12% 25% 9% 
Ae eee 354% 33 36 
Inter. Petrol. (1.12)........ 23% 8% 20 
Nat. Bellas Hess........... 4% x% 2% 
Nat. P. & L. Pfd. (6)....... 724 32 4214 
Niagara Hudson Pwr. (1)... 16% 4 6 
Penroad Corp.............. 6% 1% 2% 
St. Regis Paper............ 84 1% 3% 
Salt Creek Pfd. (.80)....... 9% 3% 65% 
Standard Oil of Ind. (1).... 34 17 31% 
Stutz Motor Car........... 20 4% 5 
SEEPS ras 2434 7 15 
Swift Int’l (2).............. 8834 1284 24% 
United Founders........... 3 ¥% %K 
United Gas Corp........... 64% 1% 2% 
United Lt. & Pwr. A........ 934 1% - 











more than 5,000 banks, are sound and 
will pay out. These and a multiplicity 
of other loans and investments repre- 
sent the country’s bet on returning 
prosperity. 

If prosperity does not return in at 
least fair measure—well, the Govern- 
ment will be broke and so will we all. 
Meanwhile, let us hope that Uncle 
Sam—really a Yankee, you know— 
will not prove such a bad business man 
after all! 








Intimate Letters of a Wash- 
ington Journalist & His 
New York Broker 


(Continued from page 337) 








old Carter Glass’s masterful speech 
flaying Hoover for daring to suggest 
that the country had come pretty near 
dropping off the gold standard in the 
spring of 1932 and that he had saved 
us from said fate! As you intimate, 
Senator Glass must be about as com- 
fortable under the New Deal as we 
money-changers in wicked old Wall 
Street. Is his face red? 

If we are not going 100 per cent 
Bolshevik, private enterprise some- 
where along the line will have to take 
over the recovery drive, for Govern- 
ment credit can’t carry it indefinitely. 
Do you see any signs of light in this 
direction? Will Roosevelt ever get 


through cracking down on the specu- 
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lators? His most recent sally concern- 
ing the reckless speculators “whose oper- 
ations have injured the values of the 
farmers’ crops” strikes Wall Street as 
significant and disheartening because 
it is a demogogic play to the gallery. 
Mr. Roosevelt knows better. If specu- 
lators are to blame for low farm prices 
why is the Administration moving 
heaven and earth to adjust farm sup- 
ply to the available demand? 

I have the solution for you. Let us 
abolish the Chicago Board of Trade 
and say to Brother Farmer: 

“Behold! The wicked speculators 
are scuttled, sunk, done away with. 
Now you can raise all the wheat you 
please—and try to sell it!” 

Yours for less nerve-wracking 

times, 
PERRY. 








What’s Wrong with the Drug 
Stocks? 


(Continued from page 350) 








vear, and there is every reason to be- 
lieve that this trend can be maintained. 
Financial position is comfortable, the 
company is burdened with no onerous 
lease obligations, and additional bene- 
fits should result from operating econ- 
omies recently effected. Under the 
circumstances, the prospects are bright 
for an increase in the present rate of 
dividends. Although not a seasoned 


dividend issue, the shares possess merit 
and at prevailing levels around 18 
offer interesting speculative induce. 


ments. 


Bristol-Myers Co. 


Bristol-Myers is another unit of the 
former Drug, Inc., but having an es 
tablished reputation and good record 
as an independent organization. Some 
measure of the company’s relative 
standing in the drug industry is gath- 
ered from the prominence enjoyed by 
its various products. These include 
Ipana Toothpaste, Sal Hepatica, Vitalis 
Hair Tonic, Ingram’s Shaving Cream, 
Ingram’s Milkweed Cream, and Gas- 
trogen Tablets, all of which products 
are nationally advertised, as also 
“Mum,” a deodorant manufactured by 
a wholly-owned subsidiary. In addi- 
tion, Bristol-Myers manufactures a line 
of insecticides. All of these products 
are sold throughout the United States 
and in more than fifty foreign coun: 
tries. 


In each of the three years previous to 
1933, profits were in excess of $3 a 
share on the present stock, the high 
point having been achieved in 1931, 
when the shares earned the equivalent 
of $3.69. It is estimated that sales last 
year were from 10% to 12% lower 
than for 1932. Such decline cannot 
be regarded as unusual in the face of 
the general business difficulties of the 
past year and is insufficient cause for 
assuming that the company lost any of 
its competitive advantage, albeit com- 
petition is unquestionably keen. Earn- 
ings should be bolstered somewhat by 
the rise in foreign exchange in terms 
of the American dollar and the full 
report, when issued, will probably show 
around $3 earned on the stock, as 
against $3.49 in 1932. Regular divi- 
dends are being paid at the rate of 50 
cents quarterly, and the initial pay 
ment, following the dissolution of Drug, 
Inc., was augmented by an extra of 10 
cents. Such action suggests a desire 
on the part of the management to defer 
the establishment of a higher rate until 
a somewhat clearer conception of cur’ 
rent business can be obtained. Con: 
sidering the general outlook in con 
junction with the probable earnings of 
last year, the chances would seem to 
favor the continuation of quarterly 
extras. 

The 700,280 shares of stock com: 
prise the only capital liability of Bris 
tol-Myers, and current assets at the 
close of last May showed a comfortable 
ratio to current liabilities. Offering @ 
high yield and selling about nine 
times 1933 earnings, the shares might 
well prove a profitable acquisition at 
levels around 28, subject, of course, to 
developments in connection with legis 
lation affecting the drug industry. 
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The Nation’s Social Experi- 
ment in Tennessee Valley 


(Continued from page 340) 
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Aside from the general effects of 
demonstrated low rates the utility com- 
panies operating in or near the valley 
(the Authority may sell power outside 
its territory) the first companies to 
feel the impact from the TVA power 
venture are those which are within the 
valley, because they will be succes- 
ively ousted as the Authority pro- 
gresses. Just the other day a truce was 
arranged between subsidiaries of the 
Commonwealth & Southern Co. and 
the holding company itself whereby 
the Alabama, Georgia, Tennessee and 
Mississippi power companies agreed to 
“evacuate” nine counties in Missis- 
sppi, four or five counties in Tennessee 
and five or six counties in Alabama, 
and cede their properties in them, in- 
duding transmission lines, with some 
exceptions. Power will be interchanged 
and “evacuation” will take place to 
suit the requirements of the Authority. 
The power companies give up a pres- 
ent annual gross revenue in the lost 
counties of about a million dollars out 
of their total gross of 50 million dol- 
las. In return they get about three 
million dollars in cash, but are re- 
quired to introduce throughout Ten- 
nessee the new, reduced rates, imme- 
diate and promotional, which the com- 
panies have recently introduced for 
domestic consumers in Georgia and 
Alabama (since, by the way, the 
Authority appeared on the scene.) On 
the other hand, the Authority agrees, 
in general, to stay out of other terri- 
tory of the companies for the next five 
years, or until three months after the 
Norris Dam is completed. The rate 
reduction means a curtailment of gross 
income by approximately half a mil- 
lion dollars, on the basis of present 
consumption. Another way of put- 
ting it is to say that that amount is 
saved annually in the bills of domestic 
consumers, a fact which does not 
tend to the injury of the Authority. 

The first power contract made by 
the Authority is with the City of 

upelo, Miss., in which it agrees to 
deliver the first hundred thousand kilo- 
watt hours per month at 4 mills per 
kwh. On a 50-per-cent load factor 
this means, it is said, about 6 mills, and 
_ 7 mills on a 35-per-cent load 
actor. This is not such a revolution- 
aly rate, as compared with the 634 
mill rate of the Alabama Power Co. 
to the local company at Birmingham, 
but the rate drops to 2 mills if the 
consumption is over one million kilo- 
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watt hours. However, the rates which 
the municipality must charge domestic 
consumers are revolutionary, being 
from 4 mills to 3 cents per kilowatt 
hour. These compare with a range of 
1.5 to 5 in such cities of low private 
power cost as Washington, D. C., St. 
Louis and Cleveland, and 5 to 6 in 
New York City (Manhattan and 
Brooklyn pay $1 for first 10 kwh). 
The Authority makes the general 
claim that its rates to consumers of 
commercial and industrial power will 
be considerably lower than such rates 
quoted by private companies anywhere 
in the United States, with the excep- 
tion of special rates made to large con- 
sumers here and there—no discrimi- 
natory rates being permitted by TVA. 
A table comparing Tupelo domestic 
consumer rates with those for Wash- 
ington, St. Louis and the Tennessee 
Power Co.’s new rates is printed else- 
where. Of course, Tupelo will not 
pay taxes on its distribution system 
and other property. An interesting 
development is that cities which come 
under the TVA will be compelled to 
retail at such low rates that they will 
lose most of their present city profit, 
which, of course, means that revenues 
must be increased from added taxes, 
unless municipal expenses are cut down. 
However they will be permitted to 
make surcharges for commercial and 
industrial power during the develop- 
ment period. 

Besides selling to municipalities or 
other local governmental bodies TVA 
contemplates a vast rural electrifica- 
tion and will sell power to counties, 
corporations, partnership or individu- 
als, preference being given to govern- 
mental bodies and co-operative organ- 
izations of farmers and other citizens. 
It is planned to electrify whole rural 
districts simultaneously instead of by 
degrees, the financing of power lines 
and extensions to be carried over a 
long period, with minimum rates ap- 
plicable as soon as connections are 
made. 

On the whole, the utility companies 
have little to fear from the Tennessee 
Valley yardstick if they are soundly 
financed and progressively managed. 
“TVA has put us on our toes,” said 
one power mogul, “and now watch 
us go. I think the future of the 
utilities is brighter than ever.” And 
it is not impossible that they may 
learn and benefit in many ways, in- 
cluding net earnings. The nearby com- 
panies will have to bear the brunt of 
the competition; the distant ones will 
be affected only through the pressure 
of public opinion, based on the TVA 
experience, and their period of adjust- 
ment will be long and the process 
gradual. A universal rush to public 
ownership is something else, but the 
vast experience of the incompetence of 








COLUMBIA 
GAS & ELECTRIC 


CORPORATION 
= January 11, 1934 
Tu wuard of Directors has declared this 
day the following quarterly dividends: 
Cumulative 6% Preferred Stock, Series A 
No. 29, $1.50 per share 
Cumulative Preferred Stock, 5% Series 
No. 19, $1.25 per share 
Convertible 5% Cumulative 
Preference Stock 
No. 8, $1.25 per share 
Common Stock (no par value) 
No. 29, 1/800 of one share 
of Convertible 5% Cumula- 
tive Preference Stock (i. e., 
12%4¢ in par value thereof) on 
each share of Common Stock 
payable on February 15, 1934, to holders of 
record at close of business January 20, 1934. 
Epwarp REYNOLDs, JR.. 
Executive Vice-President & Secretary 























Toss A COIN 


You can duplicate the market action of 
leading stocks by simply tossing a penny. 
Mathematical proof for $1. 

Read this plain analysis before you make 
your next transaction, 


WM. DUNNIGAN 


111 Sutter Bldg., San Francisco 
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‘‘ODD LOT TRADING’’ 
John Muir & Co, members New York 
Stock Exchange, are distributing their 
booklet to investors. (225) 
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The Investment and Business Bureau 
Forecast, a security advisor service, con- 
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No obliga- 
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MONTHLY STOCK RECORD 
Dunscombe & Co., offer 180-page booklet 
containing statistics on securities listed 
on all principal stock exchanges. Oopy 
sent upon request. (959) 
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public authorities in business enter- 
prise will prevent that. 

So brief an article allows little room 
for presentation of the general 
social and economic development 
scheme of the Valley as an integrated 
whole, outside of the production and 
distribution of power. Briefly this 
program includes: (1) Agriculture— 
studies and demonstrations of soil ero- 
sion control, development, adaptation 
and utilization of fertilizers, economics 
of farm products and their distribu- 
tion, promotion of farm machinery, 
general use of electricity in homes and 
farm operations, balancing of farm 
work and industrial work of farm resi- 
dents, so that they will be both agricul- 
tural and industrial producers, making 
for a self-contained community; (2) 
studies and efforts aimed at order, 
equity and consistency in rates for the 
various kinds of transportation: (3) 
Planning and supervision of soil ero- 
sion control and afforestation and re- 
forestation, involving population shift- 
ing from undesirable to desirable loca- 
tions: (4) General engineering and 
Geological surveys looking to compre- 
hension of mineral resources and devel- 
opment of the Valley as a unit: (5) 
Chemical engineering, devoted to fer- 
tilizer experiments and development of 
new processes and methods of applica- 
tion with emphasis on phosphoric acid 
from the immense phosphate deposits; 
(6) social and economic training for 
adults, supervision of sanitation, con- 
trol of malaria, improvement of public 
health, local government, education, 
and other social and economic services; 
(7) development of a balanced pro- 
gram of industry, including the devel- 
opment and utilization of local agricul- 
tural, mineral and forest products, 
electricity, part-time employment of 
farm labor, etc., object of overcoming 
too great dependence on farm pursuits; 
thus raising rural standards of living: 
(8) Land Planning—regional land 
utilization; building planning, for both 
industry and domestic housing, sub- 
sistence homesteads, community lay- 
outs, including highways, streets, sew- 
ers and related utilities, 

There is a program packed in so 
tight with the mere listing of its items 
that you may not grasp it as a whole. 
Read it over again, slowly, visualize 
the United States Treasury behind it, 
see it starting with a hundred million 
dollars, conjure up a picture of hun- 
dreds of executives with social-uplift 
inspiration working on it, comprehend 
a test area of three-fourths of New 
England, profoundly “sold” on the 
scheme by self-interest, see over there 
in the continental background a hun- 
dred million people pathetically longing 
for a better world! Then consider this 
statement of the grand purpose: 

“To set up on the national stage a 
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colossal laboratory in which to develop 
and test the New Deal, defined as an 
adaptation of the economic structure 
to the realities of the age, combining 
the benefits of socialism with the ex- 
cellences of individualism and avoiding 
the evils of both.” 








The Business Set-Up of the 
Future 
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effects somewhat different from imme- 

diate effects and many of them act quite 

the reverse in one sector of business 

cycle from their reaction in an opposite 
hase. 

“Here indeed is a rich field for studies 
in co-ordination, in consistency of aim 
and in the essentials of a steady and 
permanent program,” said a member 
of the “industrial brain trust” to the 
“Government brain trust.” 

Undismayed by the flocking jumble 
of Governmental emergency agencies, 
the planning business men recom- 
mended the institution of a Govern- 
mental central bureau of planning. It 
is recommended that this bureau 
should have a full year in which to 
work out comprehensive plans for Gov- 
ernmental action—a year without a 
single practical step Such a planning 
body in action would, of course, be 
compelled to mesh with private in- 
dustry on many facets and would natur- 
ally evolve into a national as well as a 
Governmental economic planning 
body. 

In commenting on the proposed set- 
up in general, a business man of na- 
tional reputation says that (a) the 
scheme places the responsibility for sug- 
gesting action where it belongs, that is, 
upon the management of industry. 
And (b) the responsibility for saying 
what rules shall be used to enforce the 
powers lodged by the people of the 
United States in a representative of the 
Government advised by all the major 
interests affected. 

It should not be understood that the 
business administrative units are to in- 
clude representatives of labor and of 
the public. On the contrary, those 
groups are to be organized to look after 
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their own interests, and, in conjunc. 
tion with the central authority of jp. 
dustry, will make final determinations 
for the decision of the chief adminis 
trator, who will be appointed by the 
President. Eventually, after the var. 
ous industrial elements have learned to 
work together they may be organized 
throughout the several steps of the 
scheme into the code authorities so that 
at every step (1) government, (2) the 
public, (3) industry management and 
(4) labor will confer and decide. Prof. 
its and wages will be allocated for the 
good of all elements. Adventure and 
speculation will be eclipsed. Dramatic 
capture of fortune will be rare, but s 
also will be undeserved business fail: 
ure. A certain rigidification of busi 
ness will follow, but that is inevitable in 
any order of society as it attains ma- 
turity. 

The final goal of all this organization 
is described as industrial self-govern- 
ment, which is in turn defined as pri- 
marily a proposition to preserve or in: 
crease the share of commerce and in 
dustry in making and administering the 
laws governing it. 

While industry would not be allowed 
to create a national body which would 
directly participate with Congress in 
the making of laws, it would make its 
own laws and regulations within broad 
politically fixed limits, and so, in effect, 
the fundamental business law and prac: 
tice of a business nation would be en 
acted by business instead of political 
bodies. 

“The chance to develop this sort of 
partnership,” says a forward-looking 
spokesman of industry, “is precisely 
what the Recovery Act offers. Indus 
trial self-regulation affords the greatest 
opportunity in our national economic 
history for a combination of right in 
dustrial programs and right persons to 
make them work. Whether and how 
it materializes depends of course much 
on what the Government does; but 
more, I believe, on what industry does. 
Industry must a¢cept public interest as 
a decisive factor, and must be content 
with profits which are earned, and not 
taken away from somebody else. Gov 
ernment, if in good faith it wants t 
encourage industrial _ self-regulation, 
will give it a fair chance. It is the 
critical opportunity of an evolving age 
It is to be hoped that American bus 
ness management rises to it. It is no 
yet accomplishment; if it is to be, it 
will be because American management 
has given its help in a spirit of cour 
tesy, of consideration and of confidence 
If it is not to be, American busines 
management is certain to come under 
the supervision and control of a bureat’ 
cracy. We shall rule ourselves for the 
public good within a liberal charter 
we shall exist by sufferance of govert 
mental tyrany. 
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HOW TO PROTECT AND INCREASE 
~ YOUR INVESTMENT CAPITAL 


AND INCOME 


Only by subjecting your investments to continuous watching and scienti- 
fic rotation can they be safeguarded and operated as the greatest source of 
income and profit. Continuous watching and timely action are necessary 
if you are to be certain of avoiding losses, protecting profits and maintain- 
ing your funds at all times in the securities which represent the investment 
media most suitable for your purposes. 


It is the business of the Investment Management Service to keep in clos- 
est touch with the security markets and with all factors having a bearing 
upon them. All that is pertinent in this vast amount of information is segre- 
gated and applied individually to the particular problems of each client. 
Their holdings are analyzed exhaustively and are kept under our daily sur- 
veillance—and they are advised voluntarily by us as to all action necessary 
for the safest and most profitable administration of their accounts. 


The benefits to be derived through this personalized counsel are 
best illustrated by actual records of the transactions which were 
made on our recommendation during the difficult markets of the past 
year. We have available for investors who are interested in seeing 
at first hand the dollars and cents value of our service such records 
covering several typical accounts. We shall be glad to send you 
copies upon request. 


We also invite you at the same time to submit your present list of security 
holdings for our examination. We will tell you in full detail how our 
service operates and what general policies we would follow in supervising 
your account. Of course, our knowledge of your affairs will be held in 
strict confidence—and your consideration will involve no obligation. 


INVESTMENT MANAGEMENT SERVICE 


A Division of The Magazine of Wall Street 
90 Broad Street New York, N. Y. 











